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COPYRIGHT 1932, BY INS. CO. OF NORTH AMERICA 


This month's North America national advertising again furthers the story of the need 
of a complete insurance program. 


Each North America advertisement emphasizes that a loss is a loss no matter what the 
cause, and in so doing, not only lays the gro undwork for the sale of the specific cover- 
ages mentioned, but for others as well. 


Practically every one of your clients, as well as your prospects, has a definite need for 
one or more forms. 


See our advertisement in the 
May | 6th issue of LIFE, May | 6th issue of TIME 
and May |4th issue of BUSINESS WEEK. 


Insurance Company of North America 


PHILADELPHIA 
and the 


Indemnity Insurance Company of North America 
write practically every form of insurance, except life. 


Founded 1792 
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TWENTY-FIVE BILLIONS — 
FOR WHAT? 


NSURANCE is such a ramified business that it is 
] esectea by all matters of our political economy. 

Consequently a good case would be made for treat- 
ing all such in our columns, but we have tried to avoid 
them, except where the relationship to insurance was 
both highly important or very direct. Nothing ap- 
peared in these columns concerning such important 
matters for the country as the Supreme Court bill, or 
the recent departmental reorganization bill, although 
these would have had their effect upon all branches of 
insurance. These would have been indirect, however, 
and gradual. 

Financial matters go right to the heart of insurance 
companies. And the “pump-priming” plans now under 
discussion in Congress will be found in the future to 
have had a determining influence in our country’s his- 
tory. 

For we are at the cross-roads: a choice must be 
made, and made soon, between sound methods (which 
while temporarily difficult, will yield certain and satis- 
factory results in the end) and unsound methods which 
have already been proved disastrous, but which will be 
far more disastrous if re-attempted. 

As readers of our column are aware, our present 
Administration has spent approximately 25 billion dol- 
lars in trying to spend the country out of the 1932 de- 
pression, which was admittedly a most serious one. 
All economists were unanimous that this plan would 
fail—about the only disagreement was in just how 
and when the failure would come about. Part of this 
disagreement is in the impossibility of predicting polit- 
ical events, and psychology, but all were on firm ground 
in predicting eventual disaster. Twenty-five billion 
dollars is more than this country spent in the great war, 
and represents easily the largest expenditure of any 
government at any one time in the world’s history. 
It was said that it would create prosperity, and for a 
few years the inflationary effects of it were obvious. 

Now any statistical analysis of the situation must 
show that the whole plan failed. Not only did the 
United States fail to enjoy any marked revival that 
other nations did not enjoy, but it lagged significantly 
behind certain nations where the financial house was 
in order. At the bottom of 1932 our indexes of pro- 
duction were about 50%, and they reached a high in 
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Danger Ahead! 


early 1937 of about 100%. That is to say, they reached 
normal. But a similar average of world production 
yields almost identically the same increase: a low in 
1932 of 62% and a high in 1937 of 111%. As we 
were the only country which spent 25 billions to get 
out of the depression, and we achieved only the average 
of all (including some failures as will be shown 
shortly), we could question whether we had any value 
at all from this tremendous expenditure. 

Great Britain is a case in point. That country had 
its real financial crisis considerably before the 1932 
depression, and was well on its way out of trouble by 
that time. Indexes in Great Britain never reached a 
low point in 1932 like ours. On the basis of an index 
which makes 1928 equal 100% (1926 is 100% for our 
United States figures, which makes them look con- 
siderably more favorable by comparison than they 
should), Great Britain had a low in 1932 of 87% in 
her industrial production index, and a high of 120% in 
1937. Now it is significant to note that this is the best 
performance of any of the large countries, and Great 
Britain is the only one of the large countries that has 
its financial house thoroughly in order, with the budget 
balanced, and cash income at least covering cash outgo. 
Confirmation of this view is again given when we 
study the case of France, which is the outstanding 
European country where inflationary and deficit financ- 
ing have been the rule. For over a decade France had 
not had her budget balanced. And France from the pe- 
riod of 1932 to 1937, shows no gain whatever in her 
industrial production index. Indeed, business in France 
by other indexes has been deteriorating, while others 
were becoming more prosperous. 

Furthermore, what exactly have we got from the 
25 billions? We were in a depression then—and we 
are in one now. Our indexes were down to 50% then, 
they are only 65% now, and still dropping. There 
were 10 millions out of work then, and there are 10 
millions out of work now. About the only difference 
that’an impartial analysis -reveals is. that. eur National 
delit ‘was 16 billion dollars Wen, -uthereas nce it is 40 
billions! 

We have; before: pointed’ ot: :the® exttemely unfor- 
tunate effects infiation has upon life ‘insurance. But 
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Do you measure the worth of your 
companies and if so, what yardstick 
do you use? Some of your companies 
are more valuable than others. You 
can't judge their worth by their length, 
breadth or height. Your yardstick 
must measure their attributes and their 
ability and disposition to serve the 
best interests of your agency. 


During its twelve years of successful 
operation and conservative growth, 
Trinity Universal has welcomed the 
agent's use of the yardstick. If you 
need the facilities of a financially 
strong, well-managed company, write 
today. 


EDWARD T. HARRISON 
President 


Capital $1,000,060.00 











TWENTY-FIVE BILLIONS—Continued 


these bad effects are not confined only to life insurance 
—they will be found general throughout the country, 
once inflation gets started. 


For some years the writer has been harping upon the 
increasing danger of inflation. He was looking to the 
future, as the money then being borrowed and spent 
was obviously within the credit limitations of the gov- 
ernment. The danger was and is that the government 
would be unable to stop this spending, particularly 
when it is discovered that the results are far below 
expectations. We are now at this point in our country’s 
history. Every attempt to turn off the flow of govern- 
ment money will have a repercussion upon business, 
and will create a depressionary psychology. This is 
true now, and it will be true next year and the year 
after that. The present trouble is chiefly caused by an 
unruly labor situation, and too high cost of produc- 
tion, all of which have contributed to the deepening 
of the depression. 


But spending more money will not cure the trouble, 
and will show no greater gains in the future than in 
the past; it will have a much more damaging effect 
now that the government’s credit is beginning to be- 
come impaired. From now on government deficits will 
be balanced by a rising price level, stagnation of busi- 
ness, and low incomes, with the result that we all will 
become much poorer. Naturally increasing taxes will 
also play their part. 


Those who have the interests of business at heart, 
and their country, will take their pens in hand and 
write their representatives in Congress on the sub- 
ject of “pump-priming.” We do not need to fall back 
on arguments this time; we can use facts! If 25 bil- 
lions failed, obviously another 5 billions or another 25 
billions will not do the trick either; and another 25 
billions would certainly start a disastrous inflation. 


Now is the dangerous moment against which all 
economists have been warning us. No nation has ever 
“controlled” an inflation—all have failed. The reasons 
should now be clear—there is no time that is propitious 
for putting on the brakes—and the further along the 
inflationary road we get, the more impossible it is to 
stop. Like a snowball rolling down hill, inflation starts 
so slowly and insidiously that few see any danger; by 
the time it is alarming, no man can stop it. Now is the 
time to put the brakes on, because if they cannot be 
applied now, they can never be. A. D. B. 
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PERSONAL EFFECTS— 


When away from home 
are not always in such 
responsible hands. 


HERE ARE A FEW 
of the 
“ALL RISKS” FLOATERS 


written by 


LOYALTY GROUP 


CAMERA 
FINE ARTS 
GUN 
JEWELRY 
MISCELLANEOUS PROPERTY 
MUSICAL INSTRUMENTS 
NEON SIGNS 
PARCEL POST 
PERSONAL EFFECTS 
PERSONAL FURS 
RADIUM 
- STAMP G COIN COLLECTIONS 
WEDDING PRESENTS 


Firemen’s Insurance Company of Mework, N. J. 

The Girard Fire & Marine Insurance Compony | 

National-Ben Franklin Fire Insurance Company Pittsburgh Unc sto 

The Metropolitan Casualty Insurance Co. of N.Y. Commercie! Casualty insurance Company 


Western Depertment Southwestern Dept. HOME OFFICE .  Cenedian Dept. Pacific Department 
844 Rush St. 912 Commerce St. 10 PARK PLACE 461 Bay St. 220 Bush St. 
Chicago, IHinois Dalles, Texas NEWARK, NEW JERSEY Toronte, Cenada Sen Francisco, Calif. 


BANISH WORRY—SELL ‘’ALL RISKS’’ PROTECTION 








CASH AND UNITED STATES GOVERNMENT 
BOND HOLDINGS 


We present below a list of fire and marine companies appearing in the stock section of the 1938 edition of 
BEST’S INSURANCE REPORTS, just released from press, which reported on December 31, 1937, cash and 
U. S. Government bond holdings alone equal to or exceeding 75% of reported liabilities. The number of com- 
panies with such a position represent about 40% of all those reported upon in this volume. Companies with re- 
ported liabilities of less than $100,000 at the year end are excluded from the list presented. Many companies 
have large holdings of bonds other than Government issues ; this tabulation shows only the latter. 


ot si 








7€ /c 
Cash— Cash— 
Total Gov. Total Gov. 
U. 8. Gov. to U.S. Gov. to 
Gov. Bonds Lia- Lia- Gov. Bonds Lia- Lia- 
Bonds Cash Cash bilities bilities Bonds Cash Cash bilities bilities 
Allied Fire ........ $331,300 $86,153 $417,453 $136,428 306 London & Scot. .... $275,757 $137,051 $412,808 $402,114 103 
Allstate (Chicago) . 229,102 69,451 298,553 284,961 105 London Assur. ..... 2,680,545 881,107 3,561,652 4,355,591 82 
Amer. & Foreign .. 2,412,825 530,624 2,943,449 1,486,517 198 Manhattan F. & M.. 1,240,297 166,570 1,406,867 911,395 154 
Amer. Automobile . 923,246 412,368 1,335,614 1,710,044 78 Manufacturers Fire 87,311 26,752 114,063 83,722 136 
Amer. Central ...... 2,706,474 455,851 3,162,325 2,755,668 115 Marine Ins. Co. .... 1,786,113 882,659 2,668,772 1,987,619 134 
Amer. Druggists ... 699,119 54,088 753,207 307,003 245 Maryland ....c.cee- 558,617 289,644 848,261 542,840 156 
Amer, Union ...... 1,610,649 88,011 1,698,660 485,390 350 Mere. FGM: .4.... 367,680 104,572 472,252 574,608 82 
CO PPP ere Tee ey 742,898 314,931 1,057,829 673,302 157 Mec. & Trad. ......« 2,618,800 525,427 3,144,227 1,366,532 230 
Atlantic Fire (Ral.) 93,650 68,050 161,700 109,943 147 2 |” 726,189 1,281,073 2,007,262 390,749 514 
EEE onite cts cecwes 1,007,431 209,706 1,217,137 1,179,831 103 Mercantile of Amer. 3,749,609 239,867 3,989,476 2,497,946 160 
Birmingham (Pa.) . 345,443 58,909 404,352 183,891 220 Merchants of Ind. .. 223,486 342,216 565,702 295,863 191 
British Amer. ..... 641,966 329,896 971,862 869,747 112 Michigan F. & M. .. 1,001,914 317,813 1,319,727 1,736,167 76 
British & Foreign .. 1,661,858 207,095 1,868,953 925,708 202 Millers Nat'l. .....+. 1,734,864 1,329,432 3,064,296 3,070,950 100 
British General .... 528,554 95,906 624,460 474,773 132 Minneapolis F, & M. 743,750 501,727 1,245,477 585,670 213 
Calidonian Amer. .. 421,381 136,785 558,166 351,087 159 Nat’l. Fire (Hart.) . 14,077,370 3,937,293 18,014,663 18,666,644 97 
California Ins. ..... 1,333,108 211,573 1,544,681 1,762,772 88 Nat'l. Ins. (Colo.) .. 70,700 18,384 89,084 114,933 78 
Capital (Cal.) ...... 1,215,849 73,063 1,288,912 149,878 860 Nat’) Security ...... 1,041,048 301,727 1,342,775 589,238 228 
Carolina (Wil. N.C.) 811,58 276,440 1,088,024 977.517 111 Netherlands ........ 553,048 156,075 709,123 457,355 155 
Central States ...... 619,372 565,308 1,184,680 426,739 278 ee 3,886,825 405,644 4,292,469 3,717,366 115 
Central Union New England ...... 953,917 181,870 1,135,787 466,742 243 
GE va@ag ceenee 769,569 108,116 77,685 174,753 502 New Hampshire ... 4,551,808 676,629 5,228,437 5,375,980 97 
Citizens (N. J.) .... 555,660 992,597 1,548,257 461,298 336 New Jersey ........ 1,185,741 550,280 1,736,021 2,182,214 80 
Columbia (Ohio) .. 636,631 275,431 912,062 582,582 157 New Jersey Manuf. 465,800 47,581 513,381 390,464 131 
Columbia (N. J.) ... 654,359 181,308 835,667 950,686 &S a eo SE: bac cave 2,008,290 1,382,379 3,390,669 1,304,882 260 
Commonwealth ..... 3,453,896 204,287 3,658,183 2,395,477 153 No. British & Mer. . 6,503,420 985.519 7,488,939 8,639,560 87 
* Connecticut ........ 6,597,250 2,871,854 9,469,104 6,486,210 146 North River ....... 5,714,210 2,239,639 7,953,849 7,261,824 110 
SEE Swraliedaksivees 394,618 346,152 740,770 408,359 181 North Gtar ...c.ses 1,997,976 297,833 2,295,803 1,868,223 123 = 
Bagle (N. Y.) ...... 755,493 64,126 819,619 671,106 122 Northwestern 
East & West ....... 612,201 268,321 880,522 739,970 119 _- ) Serer 524,257 193,055 717,312 915,545 78 
Empire State ....... 1,537,935 191,613 1,729,548 1,101,743 157 Occidental (Cal.) .. 1,034,989 152,087 1,187,076 1,061,526 112 
Equitable F. & M... 1,803,850 1,137,240 2,941,090 1,277,845 230 Ocean Marine ...... 250,248 40,779 291,027 199,065 146 
Equitable (S. C.) ... 801,632 29,988 831,620 309,318 269 Ohio Farmers ...... 1,799,154 676,974 2,476,128 2,795,085 89 
DE sasteetaceshes 130,676 146,786 277,462 308,224 90 Old Colony woe eeees 2,665,095 342,140 3,007,235 2,238,946 134 
Farmers Fire (York) 1,421,433 361,238 1,782,671 867,847 | 205 WEEE etudacces eces 3,128,051 354,636 3,482,687 2,269,034 153 
DL, S624 sh-0c0%e 3,332,822 3,157,537 6,490,359 5,115,905 127 Pacific Coast ....... 564,531 66,411 630,942 656,496 96 
Federal Union ..... 1,301,690 227,124 1,528,814 772,203 198 POCTIOERS . ccccccccee 876,554 249,870 1,126,424 667,732 169 
First Amer. ......:. 626,033 456,732 1,082,765 1,154,664 bE Penna. Fire ....2.0. 6,645,092 608,429 7,253,521 6,358,864 114 
Franklin Nat'l. ..... 1,369,502 427,253 1,796,755 643,343 279 PON: BOG. ccc cece 131,220 173,744 304,964 197,697 154 Sea 
French Union & Penna. Manuf. ..... 258,845 334,363 593,208 164,782 360 Sea 
| 620,829 24,192 645,021 636,278 101 Phila. Mat). ..cesece 580,086 202,086 782,172 715,858 109 Sen 
BU cc tvincedcntese 396,389 113,834 510,223 196,425 260 Phoenix (Hartford) 7,488,500 4,264,542 11,753,042 11,373,208 103 Ske 
General Exch, ...... 27,523,328 5,768,929 33,292,257 24,476,786 136 NE stn acee se 1,331,220 164,637 1,495,857 631,998 237 So. 
General of Trieste .. 463,082 331,219 794,301 656,302 121 Dae BE. Seccceceee 907,649 460,940 1,368,589 1,520,087 90 Sor 
Georgia Home ...... 1,433,775 53,800 1,487,575 1,375,924 108 Preferred Fire ..... 213,370 83,271 296,641 326,488 91 h 
BL dcvusccences 658,323 157,250 815,573 734,024 111 Provident Fire ..... 757 ATT 170,898 928,375 456.992 203 Sta 
Home of Hawaii ... 289,400 152,115 441,515 231,247 191 Queen of Amer. .... 9,297,208 872,612 10,169,820 8,862,318 115 Sta 
Homeland ......... 1,803,384 220,759 2,024,143 1,113,679 182 Reliable Fire ...... 793,241 54,944 848,185 364,708 233 Sta 
BMD. BOGE. ..ccvecs 1,140,611 222,909 1,363,520 1,230,582 111 Reliance Marine ... 161,721 19,229 180,950 190,756 95 Sta 
Imp. & Exp. ....... 102,039 32,302 134,341 102,380 131 Republic of Tex. ... 1,718,580 576,888 2,295,468 2,624,311 87 Sta 
ind. Marine ..:...% 382,620 86,568 469,188 343,079 137 Richmond ....2.000% 1,225,322 342,309 1,567,631 1,561,988 100 Su 
International ...... 1,323,327 411,126 1,734,453 2,044,064 85 Rocky Mountain ... 237,988 42,202 280,190 121,927 230 Sve 
Inter-Ocean ........ 2,569,130 432.866 3,001,996 3,396,117 88 rr 9,861,959 1,998,893 11,860,852 11,187,358 106 Sw 
Jupiter Gen’l. ..... 313,925 46,773 360,698 340,144 106 St. Louis F. & M. .. 254,901 103,473 358,374 215,007 167 Th. 
Lineoln Fire ...... 204,128 48,725 252,853 204,713 124 Scottish Un. & Nat'l. 2,605,130 428,287 3,033,417 3,668,772 83 To! 
is Ce Me accnneeeos 7,171,661 1,061,536 8,233,197 10.804,744 76 Seaboard F. & M, .. 781,363 294,200 1,075,563 860,299 125 
M. 
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THE SURVEY-MAKER 


WILL GET YOU 


if you don’t watch out! 


Agents who have been keeping an ear to the ground now have their 
noses on the grindstone—and the current grindstone is the Insurance 
Survey. 


This is a service that cannot be ignored—-even if you “have all the busi- 
ness you want.” Too many Agents are finding they are losing long- 
established business to their Survey-making competitors. You have to 
get going to even stand still! 


We have several types of Survey (all gratis) to meet the need or the 
preference of any Agent. May we show them to you? 





THE AMERICAN GROUP, NEWARK, N. J. 


Fire Companies 





THE AMERICAN ¢ THE COLUMBIA FIRE « _ DIXIE FIRE 
N % 
Cash— Cash— 
Total Gov. Total Gov. 
U. 8S. Gov. to U. 8. Gov. to 
Gov. Bonds Lia- Lia- Gov. Bonds Lia- Lia- 
Bonds Cash Cash bilities bilities Bonds Cash Cash bilities bilities 
Seaboard Ins. Co, .. $684,945 $53,092 738,037 $111,560 662 Transcontinental .. $1,335,472 $380,915 $1,716,387 $640,671 268 
Th  caweteeseeeesede 894,523 486,211 1,380,734 1,488,481 93 Travelers (Hart.) .. 14,100,564 1,922,664 16,023,228 14,732,459 109 
SND sesccceseoe 812,915 219,545 1,032,460 435,042 237 Twit CH cccccscece 330,478 101,201 431,679 330,773 131 
Skandinavia ....... 1,225,318 117,457 1,342,775 1,034,755 130 Union Fire, Acc. & 
So. British ......... 188,865 28,700 = 217,565 =. 267,230 81 ROME kes os 0sesivs 550,936 89,807 640,743 506,579 126 
Southern F, (Dur- Union of Canton ... 1,338,588 174,038 1,512,626 854,363 177 
See 418,150 121,023 539,173 503,651 107 ietes Mitten & 
Standard of Hart. . 1,348,413 674,844 2,023,257 2,380,419 85 ov 658.485 171.282 824.717 935.066 88 
Standard of N.Y... 843,304 2,416,559 3,259,863 1,874,887 174 United Firemens ... 1.741.526 162.705 1.904.231 1.566556 122 
St: Marine 350,503 207,25 7,75 32,68 2 : aaa : sv yritaueie a 
ae ee ss Se ee ee ee ee A cscs 7,367,284 3,280,438 10,647,722 12,023,257 80 
Star of Amer. ...... 2,217,808 255,293 2,473,101 2,123,619 116 a . * ne 4 ite daa ‘ 
“ i q ad > nF Re oun ans Utah Home ....c0c. 381,103 78,107 459,210 425,672 108 
State Farm ........ 378,842 148,327 527,169 357,432 147 ease = mae ~ prod be a na 
ina. Saline 603.413 200.738 804.151 592.480 136 Virginia F. & M. ... 656,086 486,518 1,142,604 719,978 2 
ie Betie Be. secu 302.337 54,901 357,288 447,351 80 Wash. ABBEE. 20.004 = — pn — 304 
Switzerland Gen’l. . 656,114 409,529 1,065,643 925,370 115 Western Assur. 1,214,987 — 567,760 1,782,757 1,695,402 105 
Thames & Mersey .. 649,130 +=: 106,634. 755,764 435,129 174 World F. & M. .... 2,656,069 590,921 3,246,990 1,432,666 227 
Tokio M. & F. ..... 2,441,591 4,216,852 6,658,443 2,947,674 226 Vang Teme ..cccess 350,516 90,455 440,971 211,765 208 
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NEW YORK'S ATTITUDE 
ON CONVENTION EXAMINATIONS 


Firm Stand Against Zone System Taken By New York's Superintendent of Insurance 


‘T is my desire to preserve 
I and increase the friendly 

co-operation between all 
of our States. The Insur- 
ance Board has considered 
the whole problem of exami- 
nations thoroughly at two 
meetings and has advised me 
to stand fast to the system 
of State examinations. The 
board believes, as I do, that 
the theory of convention ex- 


The failure of the New York Insurance Department to 
cooperate fully with the zone system of examination has 
reached the breaking point. Superintendent Pink of New 
York has notified Arthur J. Ham, Insurance Commissioner 
of Wyoming and secretary of the so-called Western Con- 
ference that while willing to work in friendly accord with 
all the States, New York cannot subscribe to the plan of 
examination which has been fostered. In his letter he em- 
phasized that there was nothing for New York to do but 
cease active participation in the National Association of 
Insurance Commissioners until some fair and statesmanlike 
plan of examination had been evolved. This stand was 
taken after New York insurance companies had been noti- 
fied by Commissioner Ham that unless western States 
were allowed to participate in coming examinations, either 
an independent examination was to be permitted or the 
eleven States composing the Western Conference will be 
unanimous in refusing to issue a license for the year 


the convention plan is than 
examination by the home 
State. It is conservative to 
say it will cost twice as much. 
In the case of the smaller 
companies it would be many 
times as high. In large com- 
panies the proportion of 
added expense will be less 
and can be more easily ab- 
sorbed. 

It is the present custom to 


aminations set forth in the 
by-laws is the correct one 
and that the resolutions 
adopted at St. Paul and Hot 
Springs, which require all companies doing business 
in three or more States to be examined by all the six 
zones, are not only incompatible with the theory of 
State examinations but are impracticable, burdensome 
and may imperil the civil service plan of our State. 
The board also advises me that while it sees no objection 
to reasonable co-operation with other States in the matter 
of examinations, I have no right to extend that co- 
operation to such an extent that it unduly burdens our 
companies or conflicts with the spirit of our law. 


Although I have frequently stated my position, per- 
haps I should repeat it again so that there can be no 
misunderstanding on the part of anyone. 

We cannot subscribe to the convention resolutions 
for the following reasons: 

1. The plan is unworkable and impracticable—The 
association is not possessed of the organization or ex- 
perience to efficiently handle it. There are nearly 1,000 
insurers doing business in three or more States. This 
would mean, under the plan, that the association would 
be obliged to organize, conduct and accept responsibility 
for from 250 to 350 examinations each year. It is 
obvious that there are not sufficient trained examiners 
to shift about the country and that there is no central 
organization adequately equipped to supervise such a 
large undertaking. 

2. The expense is unnecessary and prohibitive—It 
is perhaps difficult to know how much more expensive 


all States and Territories. 


{2 


1939. Superintendent Pink's letter which accompanies this 
introduction was sent to the insurance Commissioners of 


charge $25 a day plus ex- 
penses which amount to 
from $8 to $10 a day. This 
is considerably higher than 
the pro rata of salaries paid to our civil service men or to 
the experienced employes in other States where an ex- 
amining force is maintained. There are, in addition, ex- 
penses of traveling, often clear across the country. 

The examination of the Maryland Casualty Co. by the 
home State as of December, 1924, cost $11,606. In 1927 
it cost $20,293. The departmental examination of 1930 
cost $14,320. The cost of the examination in 1933 was 
increased because some outside States were asked to par- 
ticipate, but even so the cost was only $22,654. The recent 
examination, which was a convention examination called 
pursuant to the resolutions, cost $48,387. 

Another recent example of high cost is the Canada 
Life. The cost of the last examination of this company 
by the Canadian officials was approximately $2,000. The 
cost of the convention examination was $17,000. 

We have in the New York Department about 140 civil 
service examiners. Not one of these who is engaged in 
active examination work receives a yearly salary in ex- 
cess of $5,000. Further, when out of town on examining 
work these examiners are strictly limited to a per diem 
subsistence rate of $6, $7 or $8, depending upon the size 
of the community in which they are working. These 
amounts are reduced by application of maximum weekly 
rates where the particular task involves more than a 
week’s effort. Transportation allowances are also strictly 
limited. The fact that the expenses of examinations are 
refunded to the State by the companies permits of no 


Continued on page 14 
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With Erie's Baroes from Lakes to Sea 


OT long after Governor deWitt Clinton of New York sailed 
QZ Ya He = | through the Erie Canal aboard the first boat to pass from the 
. — Great Lakes to the sea, the Atlantic Mutual Insurance Company 
began the insurance of hulls and cargoes on ocean and inland waters. 
For five generations this conservative old company has served 
FIRE « «© AUTOMOBILE American shipping with reliable insurance protection. 
YACHT + REGISTERED MAIL Marine insurance is now only a part of Atlantic’s comprehensive 
JEWELRY-FUR + MARINE insurance service which includes practically all forms of property 
(Sart be insurance. The many advantages of reliability, ungrudging loss 
OTHER PERSONAL PROPERTY adjustments, economy, and broker service offered by Atlantic policies 
DOMESTIC TRANSPORTATION appeal strongly to careful insurance buyers. We invite you to test 
COMMERCIAL FLOATERS the business-building value of Atlantic insurance. 


siokaninien AT LANTY] Cc 


following policies : 


PROFIT PARTICIPATING Chartered 1842. 


piss MUTUAL INSURANCE CO. 


INSURANCE COMPANY ‘ " 
| a Atlantic Building: 49 Wall Atreet, New York 


Baltimore Boston e¢ Chicago ¢ Cleveland * Newark «+ Philadelphia 
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Broadly interpreted, however, 
there is nothing in our law to pre- 
vent co-operation with other States 
in the examination of our companies 
where it seems advisable. This | 
have done and shall continue to do. 
I have invited participation in life 
company examinations where | 
think interstate interest is greatest. 
I intend to invite participation in the 
examination of not more than three 
of our fire and not more than three 
of our casualty companies 
the balance of the year. I cannot 
agree that all of our fire and cas- 
ualty companies, many of which are 
small, be examined by other States 
there is particular 
reason for it which would properly 


AMERICAN RESERVE INSURANCE COMPANY 
99 JOHN STREET 


New Yorx Cirr 
Statement as of December 31, 1937 


ASSETS 
Cash . ‘ R ‘ Pe 
Bonds and Stocks ¥. 5 
Balances with Companies (Not over 90 den due) 
Accrued Interest 


$ 596,719.45 
4,038,646.04 
452,295.71 


25,435.91 during 


$5,113,097.11 
LIABILITIES 


Reserve for Unearned Premiums . 
Reserve for Unpaid Losses . 

Reserve for Taxes and Expenses . ” ‘ 
Due for Government Bonds — mn . 
Special Reserve . 


$2,188,793.46 
191,770.00 
40,000.00 
203,479.17 
200,000.00 


unless some 


$1,000,000.00 
.  1,289,054.48 


Capital 
Net Surplus 


$5,113,097 11 


* Convention of Insurance C 
bonds only and actual market values for all other bonds and all stocks 





FIRE REINSURANCE 


Tuomas B. Boss, President 
E. L. MuLveHnitt, Vice-President 


H. E. Becker, Treasurer 


CONVENTION EXAMINATIONS—Continued 

deviation from the general rules laid down by the fiscal 
authorities of the State relative to traveling and sub- 
sistence allowances. 

While I admit that the efficiency of the examination 
is more important than the cost, there is nothing to in- 
dicate that the plan of sending examiners around the 
country from State to State is any more efficient than that 
of holding the State responsible for the examination of 
its companies with such help and supervision as the as- 
sociation can give. 

3. Reports on examination of New York companies 
made by persons other than civil service examiners ap- 
pointed by the New York Superintendent do not meet the 
requirements of the New York Insurance Law.—The 
New York law imposes a mandate on the New York 
Superintendent to examine New York companies at 
periodic intervals. It also requires that these exami- 
nations shall be made by examiners employed in the civil 
service of the State. It follows, therefore, that I cannot 
appoint persons other than these to make examinations 
in compliance with the New York law. 
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2,289,054.48 


of high grade 
Securities 
carried at $164,872.38 in above stacement are deposited as required by law. 


R. H. Lona, Secretary 


come under the by-laws. 

We are daily striving to improve 
the efficiency of our examinations. 
On the whole our record is a good 
no doubt that the 
merit system in the civil service of 
this State accounts in large part for 
that record. The examiners in the 
New York Department are making 
a real career of public service. I 
would think it most unwise to 
change our law to the extent of 
undermining the status of the New 
York civil service examiners. 

4. The plan is opposed to the principle of State super- 
insurance. 
template a concentration of supervision in 


one. There is 


vision of State supervision seems to con- 
domestic 
companies and a dependence to a large degree upon other 
This 

For 


States for the supervision of foreign companies. 
is evidenced by the statutes of the several States. 
instance, it is usual to find State laws requiring insurers 
to make deposits with the home commissioner or other 
official custodian. On the other hand, this requirement 
is not usually imposed upon foreign insurers ; rather are 
they permitted to make such deposits in their States of 
domicile and evidence such deposits to supervising 
officials in other States in which they may be authorized 
through the medium of certificates of deposit. 

Another illustration in connection with this underlying 
philosophy is that concerning the 
on outstanding contracts of life insurance companies, 


valuation of reserves 


which reserves, incidentally, constitute the largest item 
of liability of life companies. The New York Depart- 
ment undertakes to value the reserves on all outstanding 
policies issued by domestic life companies. However, it 
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does not undertake such task in connection with foreign 
life companies authorized in New York but rather ac- 
cepts certificates of valuation from their home State 
departments. 

This principle is further recognized in connection with 
the examination of companies. A requirement in the 
several State laws to examine domestic companies is 
quite common. On the other hand, no State seems to re- 
quire its insurance supervisory authority to examine for- 
eign companies but rather gives discretion to do so. It 
seems to me that this discretion is to be acted upon affirm- 
atively only where a State supervisory official questions 
the integrity or competency of the domiciliary authority 
in making examinations or there is some other important 
and urgent consideration. Where there is not, the philos- 
ophy of State supervision seems to contemplate accept- 
ance of reports on examinations made by the home State 
department. 

The resolutions under which you wish to proceed are 
based upon the theory that the States are not capable of 
conducting efficient examinations but that such exami- 
nations must be conducted by groups of States represent- 
ing the entire country. This is certainly a half-way step 
to a Federal system. 

5. The employment of outside accountants and ac- 
tuaries may lead to difficulties —Some of the States have 
no trained, experienced examiners whom they can send 
to take part in convention examinations. In some cases 
States have sent professional accountants or actuaries 
to do the work for them. In the examination of the 
Maryland (casualty) I am advised that one such firm 
represented two different States. 

While I have the highest regard for many of the 
professiona! insurance accountants and actuaries and be- 
lieve that they play a very important part in the insurance 
industry, it seems to me that it is a dangerous thing to 
have States represented by them in official examinations. 

Conclusion.—It seems to me that I cannot go further 
than I have in the effort to co-operate with what is ap- 
parently the desire of the majority of the States. I know 
that you will weigh carefully the points which I have 
brought out. I hope that the spirit of co-operation and 
good will which has existed in the association will con- 
tinue and will be strengthened. 

We cannot give up our position because we believe it 
is the right one, but we will do everything that we can 
to work in friendly accord with you and with all of the 
States. If our position is not satisfactory to the majority 
of States, I am afraid there is nothing for us to do but 
cease active participation in the association until some 
fair and statesmanlike plan of examinations has been 
evolved to which we can honestly subscribe. 
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COMMONWEALTH 


INSURANCE COMPANY 
of New York 


Established 1886 


Financial Statement 
DECEMBER 31, 1937 


ASSETS 


Cash in Offices and Banks.. 
U. S. Government Bonds ... 
State, County and Municipal 
Bonds 
Railroad and Public Utility 
Bonds 
Stocks (69% Preferred or 
Guaranteed) 
Interest Accrued on Invest- 
ments 48,449.02 
Balances due from Agents, 
Brokers and other Insur- 
ance Companies in course 
of collection not over 90 


$ 204,287.28 
3,453,895.68 


923,254.06 
1,930,609.92 
489,430.00 


321,862.61 


*Total Admitted Assets 


(As required by the New York Insurance Depart- 
ment, investments are carried in assets at amor- 
tized values on amortizable bonds and at values 
promulgated by the National Association of In- 
surance Commissioners on all other bonds and 
on stocks. Securities carried at $252,558.85 are 
deposited as required by state laws.) 


LIABILITIES 


Losses in Process of Adjust- 
ment $ 174,617.00 
Unearned Premiums on pol- 
icies in force 
Federal and State Taxes and 
Sundry Items 
Total Liabilities 
Capital $1,000,000.00 
*Net Surplus 3,976,311.23 
*SURPLUS TO POLICY- 
HOLDERS 


2,002,853.30 


218,007.04 
$2,395,477.34 


4,976,311.23 
$7,371,788.57 


* On the basis of December 31st, 1937 market 
quotations for all bonds and stocks owned, 
the total Admitted Assets would be increased 
to $8,032,553.47, the Net Surplus to $4,637,- 
076.13 and the SURPLUS TO POLICY- 











STANDARD FIRE POLICY 
REVISIONS 


ONTHS have 
DM posses until now, 

more than a year 
has gone by without any 
progress being made to- 
ward the adoption of the 
proposed changes in the 
Standard Fire Policy. This 
has not been because of lack 
of interest in the subject, 
but largely because of the 
difficulty attendant upon any major change of this 
kind, combined with the opposition of a few who may 
have the mistaken idea that the Standard Fire Policy 
should not be broadened. 

Unless all associations of Insurance Brokers, Agents 
and individual insurance buyers interested in the fire 
insurance contract, unite, the proposed changes sug- 
gested by the Special Committee of the National As- 
sociation of Insurance Commissioners, the value of ex- 
haustive study on this subject, made by the very able 
Committee, under the chairmanship of Louis H. Pink, 
will be lost, and the necessary changes postponed in- 
definitely. 

Perhaps if the Insurance Brokers and Agents in 
every state, would write their commissioner and urge 
the adoption of these proposed changes, it might be 
possible to eliminate the many antiquated and restric- 
tive clauses contained in this policy, some of which 
are the product of the Civil War period, and are unfair 
and unjust to the insuring public. 

As representatives of the insuring public, Insurance 
Brokers and Agents have an obligation to see that the 
restrictive conditions and clauses of the Standard Fire 
Policy are removed in order to properly serve modern 
business requirements. 

It should be borne in mind, that the present New 
York Standard Fire Policy is employed in about fifteen 
states, while the so-called old New York Standard Fire 
Policy, with some variations, is used in approximately 
twenty-eight states. 

The one outstanding difference between the old and 
the new New York Standard Fire Policy, is that under 
the old, a breach of policy-condition voids the contract 
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The author of this article is one of the foremost authori- 
ties in the United States on fire insurance contracts. Presi- 
dent of a prominent New York City insurance brokerage 
firm, Mr. Lucas is in ardent supporter of a modernized 
standard fire policy. Without unity of action and con- 
certed effort on the part of insurance brokers, agents 
and individual insurance buyers, it is widely recognized In other words, if a 
that proposed policy changes suggested by the special 
committee of the National Association of Insurance Com- 
missioners, will be postponed indefinitely. This discussion 
of the proposed form of policy by Mr. Lucas was prompted 
by the suggestions of many insurance men that someone 
should try and stimulate a more aggressive attitude toward 
broadening and modernizing the fire insurance contract. 


By Julian Lucas 


in its entirety, while under 
the new policy the insurance 
is simply suspended dur- 
ing the breach. 


building becomes vacant for 
more than a ten-day period, 
the insurance under the old 
form is voided, and even 
though it is again re-occu- 
pied on the fifteenth day, 
and a fire occurs, there is no liability on the part of the 
insurance company ; while under the new form, if the 
period of vacancy exceeds ten days, the policy is simply 
suspended during the period in excess of ten days, and 
if the building is again reoccupied and a fire occurs, 
the insurance is in full force and effect. 

It is difficult to understand the reasoning of those 
who hold that there is no necessity of change from the 
old Standard Form, which contains the restrictive 
clauses of the new, or any necessity of change in either. 
If the mere statement of the previous example is not 
sufficient to convince any insurance man, that the new 
policy is a more liberal contract to the insured, then 
there are no further arguments to advance. 

Special attention should be directed to the fact that 
the proposed changes, of the Special Committee of the 
National Association of Insurance Commissioners on 
revision of the Standard Fire Policy, follow, almost 
entirely, the process of elimination—by striking out 
all objectionable and restrictive clauses, some of which 
are relics of bygone days, making as few changes in 
the wording as possible, thereby retaining the Court’s 
interpretation of its various clauses. 

This Special Committee has done a good job as far 
as it has gone, but if there be any criticism, it could be 
urged that they have not gone far enough. Some refine- 
ments might be made, but their recommendations should 
be approved by everyone, with the exception of one 
change noted in connection with lines 72 to 77, com- 
ment on which will appear in regular order. The work 
which they have done is a long step towards the meet- 
ing of modern business insurance requirements. 

It is true that large insurers with expert advisers, 
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INSURANCE COMPANY 


90 JOHN STREET, NEW YORK 200 BUSH STREET, SAN FRANCISCO 


Items from Financial Statement of Dec. 31, 1937: 


Capital $ 600,000.00 
Surplus 1,650,849.35 
Loss Reserve . 223,539.42 
Premium Reserve . 1,587,947.94 
All Other Liabilities 56,735.37 


Total Admitted Assets . . $4,119,072.08 


Securities carried at $374,922.21 are deposited 
in accordance with law. 
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have most of these obsolete and restrictive clauses re- 
moved from their insurance contracts, and they have 
an advantage over the small business man and the 
home-dweller, in that they secure a far broader con- 
tract, and the little fellow is discriminated against. 

It is also true, that through competition or other- 
wise, the exclusion against Riot, or By order of Civil 
Authority, the Fallen Building Clause and the removal 
of the so-called Moral Hazards, have been excluded by 
endorsement from the fire contracts, in many instances, 
upon demand or request. 

All brokers will agree that discriminations, really 
against the small insurer, the small business-man and 
home owner, should not be tolerated, and that the 
changes recommended by the Committee of the Na- 
tional Association of Insurance Commissioners, should 
be adopted. 

THE CHANGES PROPOSED BY THE 
COMMITTEE ARE AS FOLLOWS: 
Lines 7-11 


Excepted Property Clause is rewritten as follows: 
“Unless specifically named hereon in writing this policy 


shall not cover accounts, bills, currency, deeds, evidences 
of debt, money, notes or securities, bullion, manuscripts, 


mechanical drawings, dies or patterns.” 
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Lines 12-19 
The revision removes the word “Riot” and “Or by 
civil authority.” 


Lines 28-40 

Changed to read as follows: 
“While the hazard is increased by means within the 
control and knowledge of the insured, which contrib- 
utes to the loss or damage or the amount thereof.” 


Lines 41-43-56-58 

Mechanics privilege changed from 15-day period to 
60-day period. Unoccupancy and vacancy privilege 
changed from 10-day period to 30-day period. 


Line 55 

Period of time a manufacturing plant may cease 
operations should be increased to 30 days to coincide 
with vacancy. 


Lines 59-61 

These lines have been eliminated from the policy, 
and the word “lightning” has been incorporated in the 
insuring clause ; explosion is no longer an excepted risk. 


Continued on next page 





FIRE POLICY REVISIONS—Continued 
Lines 72-77 


‘Changed to read as follows: 
“The extent of the application of insurance under this 
policy ard of the cortribution to be made by this com- 
pany in case of loss or damage, and any other agree- 
ment which does not limit, restrict or narrow the cover- 
age under this policy may be provided for by agree- 
ment in writing and added thereto.” 


Lines 101-105 


Changed to read: 
“This company shall not be liable for a greater pro- 
portion of any loss or damage than the amount hereby 
insured shall bear to the whole insurance covering the 
loss.” 


Lines 159-175 


The appraisal clause of the Massachusetts Standard 
Fire Policy is substituted for the clause in the present 
New York Standard Fire Policy. 


Lines 20-57 


The following conditions of the policy are removed: 
(Moral Hazards) 
“Night operation of factories, Sole and Unconditional 
Ownership, building on leased ground; foreclosure 
clause; other insurance; chaitei mortgage clause; fall 
of building.” 

Let us see if we can justify the more important pro- 
- posed changes. 


RIOT 


Lines 12-19 


If three or more individuals apply a torch to a build- 
ing in a secretive or undercover manner, it does not 
constitute a riot, and the fire loss that follows is within 
the coverage of the policy. If, however, the same three 
or more individuals apply a torch in a noisy, violent or 
turbulent manner it constitutes a riot and the damage 
is not within the coverage of the policy. 


BY ORDER OF CIVIL AUTHORITY 


Lines 12-19 


If a building be dynamited for the purpose of staying 
a conflagration, many authorities agree that it is a 
direct fire. This exclusion is omitted from the policy 
of some states, while the State of Georgia specifically 
provides under its insurance code, that the dynamiting 


of a building for the purpose of staying a conflagration, 
is within the coverage of a fire policy. The waiver of 
this Civil Authority clause is now permitted by endorse- 
ment in most eastern, southeastern and middle-western 
states. 


INCREASE OF HAZARD 


Lines 28-40 


If an increase of hazard which does not contribute 
to the loss or damage or the amount thereof, does not 
suspend the insurance, it should follow that a breach 
of the policy conditions as to prohibited articles, should 
not suspend the insurance unless the breach contributes 
to the loss or the amount thereof. 

If gasoline is kept and used in the first story of a 
fireproof building and remains intact after the fire, 
and has not contributed to the loss and the amount 
thereof, there is just as much reason why the policy 
should not be suspended, as in case of an increase in 
hazard. 


MECHANICS AND VACANCY PRIVILEGE 


Lines 41-43 


Under the policy, these can be waived by endorse- 
ments, and as a matter of fact, it is done in everyday 
practice. 


LIGHTNING 


Lines 59-61 


All authorities agree that the word “lightning” should 
be included in the insuring clause. 


EXPLOSION 
Lines 59-61 


The removal of lines 59 to 61 as proposed, which 
includes the exclusion of loss by explosion, does not 
meet the situation, it leaves the Courts to determine 
whether a particular type of explosion is a fire loss. 

Many authorities hold that there should be incorpo- 
rated in the insuring clause of the policy, protection 
against the inherent hazard of explosion, and further, 
there should be included in the insuring clause, language 
similar to that which is employed in the so-called simple 
explosion policy. The clause should read somewhat as 
follows : 

“Against all direct loss and damage by fire, lightning 

and explosion, (excluding explosions originating from 

the steam boilers, pipes, fly-wheels, engines and ma- 

chinery connected therewith and operated thereby).” 
Continued on page 20 
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YOU WON'T GET THE COLD SHOULDER 
FROM YOUR PROSPECTS - 


if you introduce 


yourself first with 


America Fore advertising. 


America Fore Insurance : and Indemnity Group 


THe CONTINENTAL INSURANCE COMPANY NIAGARA FirRE INSURANCE COMPANY 
FiDELITY-PHENIX Fire INSURANCE COMPANY MARYLAND INSURANCE COMPANY OF DELAWARE 
AMERICAN EAGLE FiRE INSURANCE COMPANY THe FIDELITY AND CASUALTY COMPANY 


RAAT Dd y BERNARD M. CULVER, President 
First AMERICAN Fire INSURANCE COMPANY PRADIN A. CHRISTEREDI, View Poadions 


Eighty Maiden Lana, , New York,N.Y% 











ACCLAIM 
MERITED 


The reputation of a fine 
hotel is not confined to its 
own locale. For this reason, 
The Victoria is world fa- 
mous as an hotel of marked 
distinction. Its name has be- 
come synonymous with all 
that is best in smiling cour- 
tesy, efficient service and com- 
fortable accommodations. 





SINGLE from $3.00 
DOUBLE from $4.50 


Hotel Victoria 


7th AVE. at 51stST. AT RADIO CITY NEW YORK 
JOHN Lt. HORGAN MANAGING DIRECTOR 














FIRE POLICY REVISIONS—Continued 
NIGHT OPERATIONS 
Lines 20-57 
All authorities agree that the suspension of insur- 
ance while a factory is being operated between 10:00 
P. M. and 5:00 A. M., should be taken oit of the con- 


tract, having in mind modern business requirements. 


BUILDING ON LEASED GROUND 
Lines 20-57 


It is urged, and rightfully so, that the provision which 
makes the policy void if the insurance be a building on 
ground not owned by the assured in fee simple, should 
be eliminated from the policy, in view of the tens of 
thousands of buildings, in some cases of great value, 
which stand on ground under long term leases, and 
for the additional reason that the clause is waived in 
common practice. 


OTHER INSURANCE, CHATTEL MORTGAGE, FORECLOSURE 
CLAUSE 


Lines 20-57 


All of these restrictions have, as a matter of common 
practice, been eliminated from the policy by granting 
permission for other insurance, foreclosure proceed- 
ings, and including the coverage on property encum- 
bered by a chattel mortgage. 
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FALLEN BUILDING 

20-57 
The Standard Policy provides that if a building or 
any material part thereof, falls, except as a result of 
fire, all insurance on such building or its contents shall 
immediately cease. Massachusetts and other states have 
no such condition, and as a matter of fact, under many 
jurisdictions the Fallen Building Clause is waived in 
contracts insuring certain types of risks. If companies 
can operate in Massachusetts and other states without 
a Fallen Building Clause, there is no reason why this 


Lines 


clause should not be removed from the policy. 

If the fire loss following an explosion is within the 
coverage of a fire policy, many cannot see why a fire 
loss following the fall of a building should not be within 
the coverage of the policy, in view of the fact that an 
explosion is a common hazard, while the fall of the 
building is a very remote possibility. 


SOLE AND UNCONDITIONAL OWNERSHIP 

Lines 20-57 

In an article published in the Columbia Law Review 
by George W. Goble of the University of Illinois, the 
so-called “Moral Hazard Clauses” of the Standard 
Fire Insurance Policy, that is, both the old New York 
Fire Policy and the new, subjected these clauses to an 
unanswerable indictment. Of course, the paper is of 
considerable length, but two significant paragraphs are 
quoted as follows: 
“A list of insured property owners, together with the 
location of- the insured property and the amount of the 
insurance, was obtained from a number of insurance 
agents in the two cities. The deed records in the County 
Recorder’s Office were then examined and accurate in- 
formation obtairied as to whether such property was 
owned solely by: the insured, or jointly by himself and 
his wife (or some other person), or whether the in- 
sured had a fee simple title.” 

: ae 
“Massachusetts, Main, New Hampshire and Minnesota 
omitted the Unconditional and Sole Ownership and 
fee simple ownership, foreclosure and chattel mortgage 
clauses. No one has shown that these states have a 
higher loss ratio than other jurisdictions among policy- 
holders having undisclosed limited interest.” 
Se: 

“The significant figures in this study are that 28% of 
all fire insurance policies on real property and 55% 
of all fire policies issued on jointly owned real property 
are void and unenforceable under the law of Illinois 
as decided by the Supreme Court of that state as re- 
cently as February, 1936.” 
NOTE: Total policies examined—581. 
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ADDED CLAUSES 
Lines 72-17 


The Committee proposes a change in this clause to 

read as follows: 
“The extent of the application of insurance under this 
policy and of the contribution to be made by this com- 
pany in case of loss or damage, and any other agree- 
ment which does not limit, restrict or narrow the cov- 
erage under this policy may be provided for by agree- 
ment in writing and added thereto.” 

The present policy reads: 

“.. and any other agreement not inconsistent with or 
a waiver of any of the conditions or provisions of this 
policy may be provided for by agreement in writing 
added thereto.” 

It should be noted that some insurance codes provide 
that no agreement or rider shall be inconsistent with 
or a waiver of any conditions or provisions of the 
Standard Fire Policy. In other words, not all of the 
conditions and restrictions of the Standard Fire Policy 
can be waived. Only those can be waived when the 
policy so provides. 

If all conditions of a Standard Fire Policy which 
do not limit, restrict or narrow the coverage can be 
waived, then it is the judgment of many authorities that 
the entire framework of the Standard Fire Policy will 
be destroyed, and its very purpose defeated. 

In theory, the purpose of the Committee was sound. 
Practically—it would be an unwise change. It would 
mean that if this change were made, you could waive 
the cancellation clause or extend its period from 5 to 
30 days; extend the term for filing proof from 60 to 
90 days; waive the requirements of examination under 
oath ; waive the right of the company to repair, rebuild 
or replace. 

The removal of these conditions from the policy do 
not limit, restrict or narrow the coverage, but as a 
matter of actual fact, broaden the coverage from the 
policyholders standpoint, and must necessarily lead to 
a lack of uniformity and discrimination. 


GENERAL 

It is the opinion of many students that the insuring 
clause of a fire policy should include all those hazards 
that have the characteristics of a fire loss, namely, fire, 
explosion, lightning, smudge and smoke. It should be 
noted that the explosion hazard is included in some ten 
western states through the means of Supplemental 
coverage, without loading of the premium therefor. In 
mercantile and manufacturing risks the rating system 
will take care of the so-called explosion hazards in- 
herent in the risk, and a proper charge can be made. 

It should be borne in mind, that, there are some 
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twenty-five millions of small homes in this country. 
Explosions of gas and hot-water heaters are not un- 
common in the home. Most home-owners are laboring 
under the impression that should they have an explosion 
loss of this kind, the ordinary fire policy would cover. 

Consideration should be given as to whether or not 
the practice, sanctioned by those in authority, of elimi- 
nating such clauses as By Order of Civil Authority, 
Riot and Fallen Building from the policy, by endorse- 
ment, is not fraught with real danger. Thought should 
be given as to whether or not such action, controlled or 
uncontrolled, does not destroy the framework of the 
Standard Fire Policy and nullify its very purpose. 
See: 240 N.Y. 511. 

Insurance buyers or Insurance Agents and Brokers, 
should realize that when they deal in insurance, in 
which certain restrictions and fundamental clauses are 
eliminated from the policy by endorsements or riders, 
they must consider whether or not the contract is legal. 
In the opinion of some experts, insurance companies 
have no such power to broaden the policy coverage, 
some holding it illegal. If it be an illegal contract, they 
should consider whether the general rule of law to the 
effect that illegal contracts cannot be enforced, is ap- 
plicable. 

CONCLUSION 

Anyone who will stop long enough to review the in- 
consistencies now a part of every fire insurance con- 
tract, having in mind the action of Bureaus and Rating 
Organizations, in the great variety of endorsements 
and riders that are issued, will agree that it is high 
time that a new contract is prepared. They should in- 
sist that elimination or changes must be made in a 
strictly legal manner. Nor should any Insurance De- 
partment, aware of the seriousness of the situation, de- 
lay in pressing for immediate action. There is no ex- 
cuse for continued inertia when the fundamental legal- 
ity of many fire insurance contracts is questioned. 
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STRIKE AND RIOT INSURANCE 


TODAY 


By Hubert O. Wolfe 


Paper delivered before the 26th Annual Meeting of the Chamber of Commerce 
of the United States, held in Washington, D. C. 


civil commotion have created new insurance problems 

and a widespread demand for insurance policies affording 

coverage for losses arising from such sources. Insurance 
companies have responded to these new demands, and are now 
writing policies in practically every state covering damages 
resulting from riots, civil commotion and the comparatively 
new innovation of sit-down strikes. This character of risks 
is excluded from coverage by standard fire, sprinklered leak- 
age and similar policies. Insurance buyers are vitally interested 
in knowing what constitutes a riot and the status of sit-down 
strikes so that they can intelligently appraise the scope of 
policies and supplemental riders thereto attached, insuring 
against such risks. 

The New York Standard Fire Policy, which is extensively 
used in this country, under the “Hazards Not Covered” clause 
expressly exempts from liability loss and damage directly or 
indirectly caused by riot, commotion or by order of civil 
authorities. Many of the fire companies to cover these ex- 
cluded hazards have heretofore, for a considerable number of 
years, written separate, independent policies expressly insuring 
against loss and damage caused by “Riot; Riot Attending a 
Strike; Insurrection; Civil Commotion; Explosion Directly 
Caused by Any of the Foregoing * * *” but excluding liability 
for loss and damage caused by military or naval forces of 
foreign enemies. Such policies have been favorably interpreted 
for the insured, and recovery allowed by the courts in a num- 
ber of cases where admittedly a strike was in progress, and 
where damage was occasioned to property by three or more 
acting together, in an open manner and accompanied by threats 
and a show of force.1 

Due to the great prevalence in the last few years of strikes 
and the well justified fear that the latter will precipitate serious 
disorders, with consequent large damage to property and inter- 
ruption to business, the fire insurance companies, several years 
ago, prepared and issued the Supplemental Contract. it was 
intended to afford comprehensive coverage in one policy for 
a number of risks theretofore separately insured. By endorse- 
ment it was made a part of the standard fire policy. In addi- 
tion to fire coverage, it extended coverage to include loss or 
damage caused by wind storm, hail, explosion, riot, air craft, 
self-propelled vehicles and smoke damage. Immediately after 
its issuance many troublesome questions arose as to the extent 
of riot coverage and its meaning and application in the case of 
sit-down strikes. 

Insurance company executives, as a result of increasing field 
experience, believed that a. number of changes and improve- 
ments in the Supplemental Contract were essential to clarify 
existing doubts as to the meaning of terms used, so that the 
insurance companies would properly discharge the obligation 
they owned to the insuring public. The Supplemental Contract 
is, therefore, being replaced as rapidly as approval can be ob- 
tained from the various state insurance departments by a new 
form known as the “Extended Coverage Endorsement,” which 
is also by rider attachment made a part of the standard fire 
policy. It is intended to be a uniform, nationwide insurance 
contract, meeting the growing demands of the owners and 
operators of industrial plants and mercantile businesses. Being 
a part of the fire policy it is intended to constitute a compre- 
hensive policy, the equivalent of one policy or contract not- 
withstanding the fact that it covers a number of separate and 
distinct perils. 

The Extended Coverage Endorsement definitely includes and 
covers direct loss or damage caused by “explosion, riot, riot 
attending a strike.” Insurrection and civil commotion coverage 
is eliminated in the new form, because it was feared that 
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under certain situations or circumstances -the insurance com- 
panies might become involved in war coverage, whether war 
be declared or not. Insurrection is an uprising against civil 
or political authority akin to armed rebellion. Civil co1.umotion 
is an uprising among a mass of people, which occasions a 
serious and prolonged disturbance, an infraction of civil order 
not attaining the status of war or an armed rebellion. An ag- 
gravated riot may, if prolonged, gain a civil commotion status.? 

The Extended Coverage Endorsement further affords protec- 
tion for all “direct loss or damage from pillage and looting 
when such pillage and looting occur during and at the immedi- 
ate place of a riot or riot attending a strike.” Under the 
former Supplemental Contract or separate riot policies, trouble- 
some questions arose as to liability for acts of sit-down strik- 
ers. The new form on this feature provides “and shall also 
include direct loss or damage by acts of striking employees of 
the owner or tenant(s) of the described building(s) while oc- 
cupied by said striking employees.” This means that if physical 
damage results to the premises and their contents during such 
occupancy, even though no actual rioting occurs, the insurer 
is liable for such damage results to the premises and their 
contents during such occupancy, even though no actual rioting 
occurs, the insurer is liable for such damages. In other words, 
any physical damage done to the building, machinery, stock or 
equipment is a compensable item under such a policy. In case 
of a restaurant or hotel strike, it would probably also cover 
the value of any of the stock of food or supplies consumed 
during the occupancy. In such a case the strikers are wined 
and dined at the expense of the insurance companies. 

There are, however, some definite limitations of liability for 
losses which may result from the occupation by sit-down 
strikers. There is excluded from coverage “loss resulting from 
damage to or destruction of the described premises owing to 
a change in temperature or interruption of operations when 
such change in temperature or interruption of operations re- 
sults from riot or strike or occupancy by striking employees.” 
Under this exclusion clause there is no liability for such losses 
as can be produced rather easily by striking employees in 
shutting down of humidification apparatus, the heating plant, 
or other equipment or machinery vital to the particular stock 
or process. It would not, for example, permit recovery by a 
tannery for a stock of leather which was being processed, and 
where the same spoiled because the strikers discontinued work- 
ing on the same, or where strikers in possession of their 
employer's clothing manufacturing plant prevent the removal 
and shipment to the trade of a valuable stock of finished sea- 
sonable goods, or generally any loss due to interruption of 
operations arising from this character of occupancy. But any 
physical damage or destruction of property, resulting from 
riotous or non-riotous acts, is covered. 

There is a further limitation of liability under the Extended 
Coverage Endorsement, where it is used in conjunction with a 
Use and Occupancy form. The purpose and object of this 
latter character of insurance is to cover loss of profits, and to 
provide indemnity for continued fixed charges, due to suspen- 
sion of business arising from damage or destruction to the 
insured premises or machinery from fire or inherent explosion, 
for the period required by the insured, acting with due dili- 
gence and dispatch to rebuild, repair or restore the property. 
U nder the policy stipulations if damage is caused to the insured 
premises by fire or explosion, or to a specific machine or ma- 
chinery in the premises, and rebuildirg, repairing or replacing 
the property damaged is delayed because of interference or 
interruption by strikers, there is no liability due to the loss 
of time in completing the rebuilding, or in making the neces- 
sary repairs because of any interruption or interference by 
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strikers. The measuring stick to determine the Use and Occu- 
pancy loss is for the period which repairs or replacements 
could be made, normally and ordinarily, if there had been no 
interference by strikers or other persons. If coverage is de- 
sired to take care of the damages arising from this character 
of interruption of operations, for loss of market, or loss from 
the spoiling of goods in process, it requires a separate and 
special form of insurance contract. Many of the insurance 
companies do write such specific insurance, dependent upon 
the factual set-up of the particular risk. 

The Extended Coverage Endorsement does afford a very 
liberal and broad character of insurance, and very definitely 
affords protection for all direct, physical loss and damage re- 
sulting from riots and from sit-down strike occupancy. It is, 
however, important and essential, both from the insurer’s and 
insured’s standpoint that a clear concept be had of the mean- 
ing of the term “riot” and of the legal status of a sit-down 
strike. The latter is not of itself a riot, but it is on the border- 
line thereof right from its inception. Employees occupying the 
employers’ premises sink from the dignified position of produc- 
ers of wealth into an unlawful assemblage. They are no longer 
a body of free men exercising their constitutional rights. Such 
a gathering can have no other tendency than to lead to a 
breach of the peace. Such strikes have been quite generally 
regarded as unlawful assemblages by the few court decisions 
on the subject.* 

A Wisconsin Court in holding such a strike illegal coura- 
geously and well said ‘* 

“Formerly one might be expected to quickly and perhaps 
summarily dispose of the claim of legality of a sit-down strike 
as one obviously requiring no argument. But the temper of the 
times is such as to require a reappraisal of what we have re- 
garded as fundamental principles. But such reappraisal can- 
not be made in disregard of the constitutional system of gov- 
ernment under which the United States and the State of 
Wisconsin exist. If certain conduct which we have always 
thought wrong is now claimed to be right, we cannot test the 
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question by a philosophy which violates the fundamental con- 
cepts of the American Constitutional System. 

“The argument is made that when one is employed by an- 
other a status is created similar to a partnership, and that 
when the employer-member violates his duty the employee- 
member may hold the premises and prevent the employer from 
making the ordinary use of the premises until the employer 
yields. The argument is fallacious. Even a partner does not 
possess such right and power against his co-nartner. 

“The theory of the legality of a sit-down plainly departs 
from the principles of our Constitution and seeks to substitute 
physical power for the remedies afforded by law. It is the 
theory that the poet Wordsworth spoke of when he referred 
to ‘the good old rule—the simple plan—that they should take 
who have the power, and they should keep who can.’ Claiming 
to be wronged, the injured one does not invoke his legal 
remedy but substitutes force for law. Force is not limited to 
aggressive violence. There may not be a forcible entry—but 
if there is an unauthorized use or detention of one’s property 
it is equally wrongful and unlawful. 

“One may not throttle constitutional rights even to gain a 
worthy end; nor by way of retaliation for the violation of 
one’s rights by others. Lex talionis is not a rule of modern 
jurisprudence. He who deems himself wronged must, under 
our Constitution, seek his remedy under the law. 

“When the courts are appealed to they cannot properly con- 
nive at the violation of law, and the unlawful seizure of prop- 
erty on the theory that settlement of negotiations will thus be 
promoted. It is the duty of a court of equity having jurisdic- 
tion to act, according to the recognized and established prin- 
ciples of law and in accordance with the Constitution. To do 
otherwise would be to make treasured and sacred human rights 
hostages in the hands of those who seek to obtain by force 
what they can properly seek only by the remedies of the law. 
To hold lawful such measures as the sit-down would give sanc- 

Continued on next page 
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STRIKE AND RIOT INSURANCE—Continued 


tity to force. It would subordinate the Constitution and the law 
to physical might. It would mean the destruction of constitu- 
‘ional government and the end of democracy.” 


In the Apex Hbsiery case arising in Philadelphia, trade union 
members by force and the exercise of brutal physical violence, 
resulting in a number of serious personal injuries, seized and 
retained Possession of the manufacturer’s premises. The “sit- 
downers,” being mostly non-employees, bodily threw out the 
company officers and the loyal employees. They then changed 
the locks on the doors and absolutely prevented the owners 
and agents or employees from entering the premises. In com- 
menting on the.situation the ,United States Circuit Court of 
Appeals for the Third Circuit ® said: 

“A few ‘sit-downers’ are keeping 2,500 persons who are en- 
tirely satisfied with their positions from working and from 
earning an honest living for themselves and their families. 
* * * Public opinion will sympathize with labor in using every 
fair, just and legal means to secure and protect its rights, but 
public opinion—and this includes the sane, sober, thoughtful 
and law abiding element of labor—will feel outraged at the 
lawless conduct of the defendants which, if tolerated, would 
strike down American institutions, flout our long cherished 
principles of even-handed justice and destroy the foundations 
of the government itself.” 

Enormous damage has been directly caused by riots in the 
past. There is grave danger of like occurrences in the immedi- 
ate future. It is, therefore, important that a true concept be 
had of the legal significance of the term “riot.” It has been 
defined many times by the courts, particularly in criminal cases. 
It is a matter of doubt whether the criminal statutes, defining 
riot in the various states and, respectively, differ materially, 
have any bearing on an insurance policy, which is a civil con- 
tract. It is believed that a policy of insurance against riot has 
in contemplation “riot” as the term is commonly used and 
understood, although it may be held by the courts that the 


24 





criminal statutes are declaratory of the public policy of the re- 
spective states, and must, therefore, be taken into consideration 
in construing an insurance contract. 


Generally speaking, the statutory offense is essentially the 
same as the common law offense, and the modern definition of 
a riot is in harmony with and follows the common law defini- 
tion. ‘The legal meaning thereof corresponds with the meaning 
given to it in ordinary usage. It has been said that it has no 
technical import as distinguished from its signification when 
used in the everyday affairs of life. Blackstone or Webster 
define it in a substantially similar manner.6 The term “riot” 
in legal usage is practically svnonymous with “mob,” although 
the former is the more correct term.* 

A “riot” is commonly defined as “a tumultuous disturbance 
of the peace by three or more persons assembled and acting 
with a common intent, either in executing a lawful enterprise 
in a violent and turbulent manner to the terror of the people, 
or in executing an unlawful enterprise in a violent and tur- 
bulent manner.” § 


Webster’s New International Dictionary defines a “riot” to 
be: 


“The tumultuous disturbance of the public peace by an un- 
lawful assembly of three or more persons in the execution 
of some private object. The usual (equivalent) definition is 
that given in 1 Hawkins’ Pleas of the Crown, C65 s. 1, as 
follows: ‘A tumultuous disturbance of the peace by three or 
more persons assembling together of their own authority with 
an intent mutually to assist one another against any one who 
shall oppose them in the execution of some enterprise of a 
private nature and afterwards actually executing the same in 
a violent and turbulent manner to the terror of the people, 
nel: Alec the act intended be of itself lawful or un- 
awfu 


An element of “riot” is disorder and a display of force by 
three or more persons in such a manner as to excite fear and 
terror in others, although if an unlaw ful act is done tumultu- 
ously with force or violence, the “terror of the people” is not 
a necessary ingredient. It is essentially an offense against the 
public peace. It is accompanied by tumult, noise and a show of 
force, indicating an intention to overcome opposition, if of- 
fered. It would seem to require open, boisterous and defiant 
conduct. The American Law Institute in the Restatement of 
the Law of Torts (Sec. 142) defines it as follows: 

“The word ‘riot’ is used to denote an assemblage of three 
or more persons in a public place for the purpose of accom- 
plishing, by concerted action and in a turbulent and disorderly 
manner a common purpose, irrespective of the lawfulness of 
the purpose.” 

Some writers and some courts make a distinction between 
riots to accomplish a lawful purpose and riots to accomplish 
an unlawful purpose, and contend that tumult and violence are 
necessary in the former while in the latter there is no neces- 
sity for the existence of tumult to cause the gathering to be 
a riot. It has been stated “that in some jurisdictions it is not 
essential that the action should be done in a tumultuous man- 
ner, if the intent and power to carry out the common design 
exists.” 9 In Insurance Comnanv of North America vs Rosen- 
berg, (CCA), 25 Fed. (2d) 635, 636, the court said: 


“It is to be noted that the writers distinguish between a riot 
to accomplish a lawful purpose and a riot to accomplish an 
unlawful purpose. When the accomplishment of a lawful pur- 
pose, such as the removal of a nuisance amounts to a riot, 
tumult and violence are necessary elements. But where the 
gathering or assembling is to accomplish an unlawful purpose, 
the writers say, there is no necessity for tumult to cause the 
gathering to be a riot. It requires the federation of three or 
more to consummate an unlawful purpose and an act with 
violence.” 

If this concept of a riot should be freely adopted by the 
courts, it might create liability under the Extended Coverage 
Endorsement in many situations never within the contempla- 
tion of its authors. It would permit recovery where three or 
more persons gather together with intent to damage another’s 
property, and actually carry out their objective, but do so 
quietly, surreptitiously, and in a manner and with the purpose 
of avoiding detection, for under the distinction made you have 
the essential elements present, namely (a) three or more per- 
sons acting together (b) to consummate an unlawful purpose, 
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(c) an act of violence, which of necessity is committed when- 
ever property is damaged or destroyed. There might be liabil- 
ity under such a liberal interpretation if an unguarded manu- 
facturing plant were to be stealthily and secretly visited in the 
dead of night by three or more persons, acting together, who 
did damage to valuable machinery or stock on hand, or even 
burned down the building itself. Likewise the loss and damage 
caused by three or more desperadoes dynamiting a bank vault 
as noiselessly as possible at midnight, and without a show of 
force, would be a compensable item under the provisions of the 
Extended Coverage Endorsement. In fact any unlawful de- 
struction of another’s property by three or more persons act- 
ing together would be classified as a riot. 


This character of acts properly comes under the terminology 
of sabotage, vandalism, and malicious mischief. It does not 
seem reasonable to denominate them as riots. It requires more 
than the concerted action of three or more persons who have 
an unlawful act in mind, and carry it into execution to con- 
stitute a riot; even if there is violence used in the destruction 
of property, that is not sufficient if the acts are done quietly 
and stealthily. The elements of a disturbance of the public 
peace, tumult and disorder are lacking, as well as the show of 
force, or at least a potential threat to use the same to over- 
come opposition, if necessary. An investigation of the facts in 
every adjudicated case, where a riot was established, reveal 
that the foregoing elements were present,—especially an open 
display of strength and force evincing an intent to overcome 
opposition should it be offered. Riotous conduct is synonymous 
with noisy disorder and boisterous conduct.1° If the gathering 
has for its object the consummation of an unlawful purpose, 
with a resultant act of violence, that act of violence must be 
perpetrated, not secretly, but in a turbulent or wild manner, 
calculated to or actually disturbing the public peace. A riot 
is the mass action of a multitude as distinguished from the 
acts of a few bent on a particular mischief. Ordinarily there 
is neither a riot, nor is there a mob assembled, if three or more 
deliberately plan to commit murder, robbery, arson, or any 
other felony, and who go together and consummate that 
crime.11 There is lacking the element of turbulence, and dis- 
orderly conduct, publicly displayed. It is submitted that there 
can be no such thing as a secret or quiet “riot.” 

Loss or damage resulting from sabotage, vandalism or mali- 
cious mischief can be insured against by obtaining a Vandalism 
and Malicious Mischief_Endorsement, which form is written 
in conjunction with the Extended Coverage Endorsement. Such 
a rider affords protection whenever any willful or malicious 
acts cause physical injury to or destruction of the insured 
property in excess of $100. There is much undetected and se- 
cret damage done by strikers, racketeers and unlawful spirits. 
It is very doubtful whether such acts or misdeeds can properly 
be denominated a riot and ofttimes they are not traceable to 
damage caused by sit-down strikers. When protection is de- 
sired against contingencies of that character, it is recommended 
that a Vandalism and Malicious Mischief Endorsement be ob- 
tained. 

It is also of interest to note that many states have statutes 
which provide that the municipalities shall be liable for injury 
to property caused by a mob or riot, with the requirement on 
the part of the property owner to give immediate notice of 
any apprehended damage from such source. Such statutes have 
been liberally interpreted by the courts in favor of the prop- 
erty owner, and recovery allowed by the latter, or by his in- 
surance carrier under subrogation rights against the city or 
county whose authorities failed to afford adequate protection. 
The theory for imposing liability against the municipalities for 
damage caused by rioters is that it tends to incite the citizens 
and officials to greater vigilance in preserving law and order. 
When the losses of an innocent property owner, occasioned by 
mobs and rioters, may become the financial liability of all 
property owners, it becomes a matter of pecuniary interest to 
the taxpayers to give their moral support to the enforcement 
of law and order. The Wisconsin Supreme Court in a recent 
decision, relative to claims brought by insurance companies as 
subrogees of the insured street car company for sums paid as 
— resulting from the 1934 Milwaukee Street Car strike, 
said: 

“That the city police made reasonable efforts to prevent in- 
jury, and * * * did all they could towards controlling the mob 
and protecting property is immaterial. The city must not only 
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endeavor to prevent injury, but it must prevent it. Such is the 
plain import of the language of the statutes. The courts, in 
construing like statutes, that have passed upon the point uni- 
formly so hold.” 12 

Insurance against damage arising from strikes, lock-outs, and 
labor disputes is comparatively of recent origin. While there is 
but little judicial authority interpreting the risks in losses 
caused by strike and riot, these policies and riders do state 
their inclusions and exclusions with much exactness, clarity 
and precision. If the words and phrases therein used are in- 
terpreted according to the ordinary and popular sense, there is 
but little room for dispute. The Extended Coverage Endorse- 
ment in connection with a Vandalism and Malicious Mischief 
rider affords and gives to an insured liberal, wide and com- 
prehensive coverage. It should, however, be understood that it 
is not an all risk policy, and does not afford protection against 
every conceivable character of loss that may arise from a 
strike or labor dispute. 

1 Brous vs fra Ass. Co., 130 Misc. 450, 224 N. Y. S. 136 In- 
surance Co. of N. A. vs Rosenberg, (CCA) 25 F. (2d) 635. 
-_" Fire Ins. Co. vs War Eagle Coal Co. (CCAO 295 Fed. 663, 


(CCA) 90 Fed. em 155. 


8 Apex Hosiery Co. vs Leader, et al. 
W., Circuit 


General Motors Corp. vs International Union U. 
Court, Genessee County (Mich.). 

4 Wrigley’s Restaurant Inc. vs United Catering Workers of America, 
Circuit Court, Milwaukee County (Wis.). 

5 Apex Hosiery Co. vs Leader, et al. (CCA) 90 Fed. (2d) 155. 

6 Spring gaeion Ins. & vs Imperial Tobacco Co. (Ky.), 116 S. W. 
234, 20 L. F. (n,. s.) 277. 

Aron vs AS, 98 Wis. 592, 74 N. W. 354. 


7 Luckett-Wake Tobacco Co. vs Globe and R. Fire Ins. Co., 171 Fed. 


147, 148. 
Adamson vs New York, 96 N. Y. S. 907, 909. 


854 C. J. 828. 

98 R. C. L. 330. 

10 State vs Keenan (Wash.), 66 Pac. 62. 

11 Koska vs Kansas City (Kan.), 255 Pac. 57, 59. 

12 Northern Insurance Co., Ltd., et al. vs City of Milwaukee, 277 
N. W. 149. 
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INSURANCE TRENDS 


By Chris D. Sheffe 


Assistant Manager, The London Assurance 


Text of Address made before Meeting of American Association of Insurance General Agents, 
Asheville, N. C. on May 6 


is as true of insurance as it is of tack manufac- 

turing or publishing a newspaper. The day has 
gone when we could view past activities with smug 
satisfaction, trusting Providence would take care of the 
future. The wise man will look into the future, read 
it if possible and profit accordingly. 


Bi: ESS becomes more complex each year. That 


Agents in the field having day-to-day contact with 
policyholders, officials at Home Offices dealing with 
multiple phases of the business or general agents in 
between having many of the problems of both, find it 
desirable now and then to take stock of future pos- 
sibilities. 

Today one of the few things we can be sure of is 
change,—constant change. That condition calls for an 
entirely different treatment of our problems than we 
were accustomed to give a business so nearly static as 
fire insurance was for many, many years. In these times 
a flexible and open mind is a prerequisite to success. If 
we are alert to the present-day problems we do not 
say “there is no demand for it,” but instead we de- 
velop new methods in order to render better service 
to our customers, the buyers of insurance. Under the 
rigid rules of practice formerly existing in the fire in- 
surance business, new types of insurance were rarely 
produced by the conference companies. They were de- 
veloped outside the realm of organization insurance 
which was quite natural. 


During the early days, the formative period of insur- 
ance, and for many years thereafter, a company lacking 
in caution and conservatism could not survive. Improved 
construction and protection, better control of confla- 
grations; increased legal reserve requirements plus 
many other changes, have gradually reduced the haz- 
ards of operation. In consequence the expansion of fire 
insurance enterprise is no longer fraught with the dan- 
gers that once existed. That condition coupled with the 
experimental vogue which has marked the activities of 
both business and Government in recent years, accounts 
for the more frequent changes, the introduction of new 
forms of old insurance and entirely new departures, on 
a trial and error basis. 

When insurance methods were simpler than they are 
today we had fewer changes in five years than now occur 
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in one. The trend in policy forms is a case in point. One 
thing we can be sure of is that as time goes on we will 
have simplification and much more uniformity than has 
yet been achieved. The opposition to change is gradually 
giving way before insistent demands, primarily from in- 
terstate insurers. They just refuse to believe there is any 
rhyme or reason for different coinsurance clauses, work 
and materials permits or vacancy privileges because you 
cross a state line. 


It is in the memory of all of us when separate policies 
had to be issued for each specific hazard covered. We 
have moved rapidly since the first timorous venture with 
composite contracts, the combined fire and tornado 
policy. What would some of the insurance men who 
passed on a generation ago say to the present method of 
including liability for many hazards in a single contract, 
-—the fire policy with extended cover. Many of us will 
live to see the day when companies will issue far more 
inclusive policies, differing as much from the present 
style as do these from the original fire contract. 


We are hearing more and more concerning the com- 
prehensive insurance policy issued in foreign countries. 
Comment is frequently expressed that our tripartite ar- 
rangement of the insurance business—fire, life and cas- 
ualty is too cumbersome for our requirements. That plan, 
the American plan of insurance is likely to outlast all of 
us. While the day seems far off when an American may 
go to an agent and buy practically all of his insurance in 
one policy as is done abroad, you can expect a gradual 
approach to the objective. It will be accomplished by a 
method of improvisation. 


In Great Britain, a householder may purchase a policy 
which for one premium will insure him against fire and 
windstorm as well as water damage and glass breakage, 
afford protection against burglary losses, public liability 
and employers liability to servants. To complete the cov- 
erage some policies contain a proviso for the payment of 
£1,000 to the estate of the owner if he is burned to 
death in the destruction of his dwelling. 


Such all inclusive policies have a ready sale for three 
reasons. The basic fire rate is low, the aggregate risk of 
the other coverages is likewise low, much lower than in 
this country and hazards are fairly uniform throughout 
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the country hence territorial variations in rate are un- 
necessary. 

Were the laws of our various states changed, permit- 
ting companies with the necessary qualifications to write 
all classes of insurance, i doubt that the introduction of 
a policy such as that described would find a ready sale. 
Its cost based on the American experience would put it 
in the luxury class and beyond the reach of the average 
buyer. Nevertheless we are constantly extending our in- 
surance contracts within the limits prescribed by law. 
In new insurance codes which are being adopted or under 
consideration there are definite signs of a desire to go 
beyond the present coverage of either fire or inland 
marine contracts. The indications are that we shall have 
a modification of the foreign forms,—in all probability 
amore complete fire insurance contract for householders 
in which will be included some of the third party risks 
hitherto written by casualty companies only. For the 
automobile owner it seems a single casualty company 
policy will be made available that will furnish the five 
way cover—fire, theft, collision, property damage and 
liability. 

Obviously these changes, when they come, will require 
a broader knowledge of insurance on the part of those 
who now specialize in one branch or another of the busi- 
ness. It means that agents and company employees alike 
must. give more time to the acquisition of knowledge. 
Educational courses in insurance are growing with leaps 
and bounds. While originally intended for beginners, 
they make an increasing appeal to those who have been 
in business for years and eventually all of us will have 
to “go to school” now and then during our entire business 
career. This will be essential for those who expect to 
cope with the increasing complexities of the business. We 
shall be forced to do some intelligent thinking on insur- 
ance problems, but we must not fall into the error of be- 
lieving it can be accomplished by rearranging our prej- 
udices. 

Like the Federal Government, our business has de- 
veloped a surprising number of alphabetical agencies in 
the past few years. We have the F.I.A., W.F.1.A., and 
I.M.U.A., the I.E.A., and the E.U.A. and I.U.B. with 
many more. Some of these have to do with the regu- 
lation of the business ; others represent new ways of pro- 
viding protection for insurers, each a marked departure 
from the original scheme of issuing policies of moderate 
size through local agencies. The Factory Associations 
are extending the scope of their activities on present con- 
tracts and taking in new classes of business. Oil pools 
and the Grain Association handle much of the business 
of these important industries on a group basis. I.U.B. 
forms of policy tend toward a further concentration of 
liability in special accounts. With all these changes the 
local agent is finding his field of activity gradually nar- 
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We are not 
music critics 


nor is sour notes" a musical term. 
Nevertheless they are avoided by 
both musicians as well as consid- 


erate insurance companies. 


"Your Friendly Company” he 


SECURITY FIRE INSURANCE CO. 
DAVENPORT, IOWA 


PROTECTION SINCE 1883 


rowed. In the future he must look to other lines, both 
within and without the fire insurance branch of the busi- 
ness, to increase his income. 

We can leave to others better qualified to speak, the 
question of whether the American Agency System will 
survive or perish. It is a reasonable conjecture, how- 
ever, that there is to be increased participation by agents 
in company activities,—more discussion of mutual prob- 
lems and greater company-agent cooperation before 
new rates or forms are presented to the insuring pub- 
lic. The spirit of the times is for less individual and 
more concerted effort. We see it in the collective bar- 
gaining relations of employer and employee. It is evi- 
dent in many governmental activities and in our new 
attitudes toward the old social problems. We can ex- 
pect to see a growth of cooperative effort between the 
companies and the producers,—and with advantage to 
all of us. 

The insurance business will be saddled with additional 
taxes as time goes on. It seems axiomatic. There is no 
end yet to the expanding and new activities of govern- 
ment, all of which require more money and in con- 
Continued on next page 
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INSURANCE TRENDS—Continued 
sequence new and heavier taxes. There is no relation at 
all between the service rendered insurance companies 
or their customers and the amount of money collected 
from them by the tax gatherers, but the same is true 
of other special taxes, an outstandiing example of which 
is the multiple impost on automobile users. Such taxes 
although originally intended for the maintenance of 
highways are now largely diverted to other purposes. 

In the field of advertising, companies are gradually 
developing a technique leading to the creation of a de- 
mand on the part of insurers for the policy of a partic- 
ular company. While we know that many insurance 
men believe the best returns from advertising expendi- 
tures can be obtained if companies consider the agent 
their consumer rather than the policyholder, never- 
theless I predict an increased use of advertising media 
other than trade journals. We may never reach the 
day with the consuming public when the name of one 
insurance company will signify fire insurance in the 
same way that a purchaser thinks “Uneeda Biscuit” 
when buying soda crackers, yet the leading companies 
of the future will undoubtedly find a far greater de- 
mand from the buyers of insurance for policies in those 
companies than at present. 

The long time activities of capital stock fire insur- 
ance companies have tended to reduce the annual fire 


28 





waste with a consequent decrease in rates. The im- 
provement seems to have whetted the appetite of insurers 
for still lower premiums. Individual risks are under 
constant examination to secure changes and improve- 
ments that will result in still lower rates. Insurers are 
using competing markets to secure their insurance at 
lower prices than the stock companies offer. 

Rating methods until recent years under company 
control, are undergoing change. Several states have 
adopted rate laws, the general principle being that the 
loss experience is reviewed annually covering the pre- 
ceding five year period and rates are adjusted up or 
down on the results. It is obvious that if most states 
were to have such laws and enforce them when the 
experience justifies rate reductions, but ignore or mod- 
ify them as they are likely to do when increases are in 
order, it will present new and difficult problems to the 
companies. 

It seems to me that the refinement of rating on the 
individual risk has been overdone and that we have 
not taken sufficient account of factors that produce 
pronounced countrywide reductions in loss ratio such 
as we have been experiencing during the past three or 
four years. In order to meet the situation by comply- 
ing with the regulations in those states having rate 
control laws and voluntarily in other sections, schedules 
have been revised, town charges adjusted, penalty im- 
posts decreased and credits increased with the ultimate 
result that a host of insurers get some reduction in rate 
without knowing the reason. Not knowing they do 
not appreciate. 

A more énlightened approach to the problem, one 
which commends itself because of the opportunity to 
create good will with our customers, would be to meet 
such unexpected low loss ratios with a special premium 
reduction on a percentage basis appropriately described 
on the face of the policy. When fire losses return to 
normal it would be unnecessary to reverse a great num- 
ber of intricate rate adjustments on individual risks, 
with increases for this, that and the other thing where 
credits were previously applied. Insurers would under- 
stand the elimination of the low loss ratio credit and 
accept it with less complaint than a general rate in- 
crease, the present alternative. 

The dry, dictionary definition of a mugwump is an 
adherent, in general, of one political party who claims 
the right of independent action. However, I am sure 
you have heard that more colorful description, that a 
mugwump is a bird which sits on a fence with his mug 
on one side and his wump on the other and when he 
flies, he flies backward because he doesn’t want to see 
where he is going, but wants to see where he has been. 
I think we will all agree that a good 1938 streamline 
insurance man can’t afford to be a mugwump. 
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“What’s that, Harry—the insurance company not 
only stands your fire loss, but also pays the rent on 
those fifty apartments until the place is put into 
shape again?” 

“That’s it, Bill. They’re paying my rents as well as 
for rebuilding, thanks to one man’s persistence. It was 
a new one for me, too, until he kept at me to buy 
complete protection—and pointed out that everyone 
who needs Fire Insurance needs Rents and Rental 
Value Insurance, too. Thanks to that one man, my rents 
keep coming in, just as though there had been no fire.” 
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The one man of this story was an F. & G. FIRE 
representative—again demonstrating that the agent or 
broker who persists in selling his clients needed pro- 
tection is acclaimed for his persistence when loss occurs. 

* * * 

Rents and Rental Value Insurance reimburses: (1) 
The Owner-Occupant of a property for the cost of 
renting temporary quarters while fire damage is being 
repaired ; (2)The Owner, Executor or Trustee of rented 
property for rental income lost as a result of fire. Fold- 
ers to help you sell this coverage are yours for the 
asking. Write for samples now. 


Consult your Agent or Broker as you would your Doctor or Lawyer 
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NATIONAL ASSOCIATION 
OF INSURANCE AGENTS 


Report of Administration Delivered by Charles F. Liscomb, President 
Before the Mid-Year Meeting at Hot Springs National Park, Arkansas 


to present, at the beginning of a convention, a summary of 

events that have transpired and action that has been taken 

the period of time following the past meeting. The Dallas 
convention of last October marked a new milestone in the 
history of the National Association of Insurance Agents. 

At this convention four resolutions were adopted maintaining 
the integrity of reasonable local board rules; establishment ot 
parity of operating costs between branch offices and local 
agencies; opposing a proposal to change the writing powers 
ot fire and casualty companies so that both classes might write 
comprehensive automobile contracts covering all liabilities in 
one policy; requesting the Stock Company Association to ad- 
mit to its membership duly authorized alien companies which 
are now excluded. 

Briefly, we report the status of these resolutions. The 
serious local question which precipitated the first resolution has 
been resolved, and the local board sustained. We have under- 
taken to guide all local boards in respect to suitable branch 
office rules, but they must, in the final analysis, act for them- 
selves. The proposal for the change in writing powers of fire 
and casualty companies has not gone into effect in any state so 
far, but all members of the Association should be vigilant in 
watching such proposals whose effect, in the language of the 
resolution, would be to damage the public interest through 
further control of the insurance business by national finance 
companies, 

We regret to say that efforts to secure action on the fourth 
resolution have been unavailing to date. We believe it is in 
the interest of justice and equity. From the inception of the 
Stock Company Association to care for the insurance require- 
ments of the Home Owners Local Corporation (now extended 
to other governmental bureaus), your officers have contended 
that the authorized companies from across the seas, many of 
which are represented with joint satisfaction by members of 
this Association, should be admitted. The convention resolu- 
tion concurred in that stand. 

One of the greatest difficulties to be hurdled is in the fixing 
of responsibility for their exclusion. The American companies 
maintain that it was made under order of Government officials, 
while these officials claim that it was through action of the 
American companies themselves. We will continue our en- 
deavors to right what we sincerely believe to be a wrong, for- 
tified by the Dallas resolution ratifying our position. 


I: has become the custom at annual and mid-year meetings 


INNOVATIONS 


Soon after this administration was inducted into office, your 
President made a published statement that we expected to 
follow as closely as possible in the footsteps of the preceding 
one, holding ourselves ready for emergencies as they arose. 
Emergencies did arise. We believe it not an exaggeration to say 
that in no comparable period in the history of the Association, 
have so many innovations been introduced. Some of them have 
been inaugurated by this Association. Others have been in the 
interest of the entire business and the public, and we have been 
happy for the opportunity to lend our aid. With others, we are 
entirely out of sympathy, and it has been necessary for us to 
oppose them with all the vigor at our command. We summarize 
them briefly as follows: 

We place our stamp of approval on the agreement as to 
agency contracts. We believe that a new field has. been opened 
up in insurance public relations. A threefold regional meeting 
program conducted by state Association Membership Commit- 
tees, Rural Agents’ Committees and the Business Development 
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Office, is meeting with marked success to all three interests. 
Eaucational programs are being projected by an increasing 
number of state Associations and local boards—a definite ad- 
vancement because only an enlightened agency force can serve 
the public interests. More insurance women’s clubs, some on a 
city-wide and some on a state-wide basis, have been organized. 
Our Washington affairs, due to the vigilance of the Washing- 
ton office and of the two immediate past presidents of this 
Association, are in a satisfactory condition, although they neces- 
sitate continued watchcare. 

Of the innovations not desirable to the membership of this 
Association, we have in the vanguard the Safe Driver Reward 
Plan for private passenger automobile insurance. We find con- 
sumer cooperatives continuing to thrive, and many thought ful 
businessmen consider that passage of proposed taxation to an- 
nihilate chain stores by Federal and state governments, will 
serve to advance the cooperative cause. 

Efforts to cheapen our profession, such as those of certain 
sections of the CIO to unionize the insurance agency business, 
are encountered sporadically. Somebody has put on the market 
a slot machine for disbursing accident insurance policies. Un- 
authorized insurance companies and associations of many kinds 
continue to invade the states. 

The Bar Associations are undertaking, through the courts of 
the several states, to deprive company adjusters of the right to 
adjust the losses for their companies unless they be admitted 
to the bar. We, as agents, appreciate the value to our assureds 
of competent, trained insurance adjusters, and we see no reason 
why such men should be ruled out of their profession just be- 
cause they do not happen to be lawyers. In this connection, it 
is suggested that if the lawyers—and in some states they have 
been success ful—are so concerned with ruling out lay adjusters, 
should they hot, in consistency, cease their writing of bail, 
official and court bonds as they are now doing to such a wide 
extent ? 

Another thrust at the agency system and the surety companies 
is a bill introduced in Congress providing for a Governmental 
fund to replace the fidelity bonds now required of postal and 
other Governmental employees. It, therefore, appears that the 
second half of this administration will be as busy as the first 
part has been. 


AGENCY AGREEMENTS 


At the time of the Dallas convention, we were all greatly con- 
cerned about. a new agency agreement, adopted by the fire insur- 
ance companies without conference with us, and already sub- 
mitted to the authorities at Washington. Here we had an 
anomaly—the very fire companies which had been so insistent 
that agents are employees of their companies only a few years 
ago when we were undertaking to establish a code of fair 
competition for agents under the National Industrial Recovery 
Act, were now proclaiming what we already knew—that we 
agents are businessmen in our own right. 

We think the very fact that in so many cases there had been 
no existent contracts is proof that our business in general is 
operated on a basis of confidence and fair play. In any event, 
this agreement, containing many sections which did not set 
forth the true relationship between companies and agents, had 
been drafted and approved at Washington. 

At Dallas, we made our objections known, and we were 
promised, as the president announced at that time, that the 
organization fire companies would redraft that agreement and 
submit the new form, in keeping with our recommendations, to 
the authorities. The general counsel of the Association was 
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delegated to act in this instance. Upon his return to New York, 
he went into conference with the Governing Board of the In- 
surance Executive Association, and discovered that its members 
hesitated to submit another agreement, but that they would 
agree on a construction and interpretation of the contract in 
exact conformity with the changes proposed at Dallas. 

Since we were more concerned with the principle of the rela- 
tionship between companies and agents than with the mechanics 
which would put it into effect, our general counsel accepted the 
interpretation, expressed in a certified letter from the general 
counsel of the National Board of Fire Underwriters and the 
president of the Insurance Executives Association. Under date 
of October 20, therefore, he issued an open letter to the mem- 
bership, explaining the agreement reached and its effectiveness. 


CASUALTY AGREEMENTS 


Practically the same procedure was followed in reference to 
casualty contracts, except that they were longer delayed. At 
first it was only one casualty company, the Fidelity and Casualty 
of New York, which adopted an agreement, with interpretation 
and construction conforming to the representations of the Na- 
tional Association. Announcement of this agreement between 
the company and the National Association was made in the 
American Agency Bulletin of November 5, 1937. Subsequently 
as announced in the Bulletin of November 19, the National 
Association withdrew its objection to the contract promulgated 
by the Association of Casualty and Surety Executives, in view 
of its resolution recommending to member companies that they 
subscribe individually to the principle that an agent should not 
be required to pay return commissions in the event of whole- 
sale cancellation of an agent’s business following termination 
of the agency relationship. 


SOLICITOR'S STATUS 


With the relationship between fire and casualty companies 
and their agents apparently now well established, there instantly 
arose the question of the status of the solicitor and the agency 
with which he places his business. Recognizing that this status 
varies in individual cases, a solicitor’s agreement, which seems 
to fit the majority of cases, and to be adaptable to others, was 
published in the Bulletin of December 24. The number of re- 
prints ordered indicates that this agreement truly sets forth the 
independent status of the average solicitor, and exempts such 
solicitor and the agent with whom he places his business, from 
the provisions of state and national Social Security Acts. 


SAFE DRIVER REWARD PLAN 


From early November last year, through January, chief at- 
tention of your officers and Conference Committee was given 
to conferences on the Safe Driver Reward Plan, liability insur- 
ance for private passenger automobiles, adopted by the National 
Bureau of Casualty and Surety Underwriters. Two conferences 
were held in November, an interim conference with the Na- 
tional Association of Casualty and Surety Agents in December, 
and two more joint conferences with Bureau representatives in 
January. 

Wren the plan was first presented to us, it was under the 
seal of confidence, but, from the moment it was given pub- 
licity, we have kept the membership fully informed of the 
negotiation and subsequent developments through the columns 
of the American Agency Bulletin, both pro and con. 

Every member of this Association has had an opportunity to 
follow the procedure, and we venture to say that practically 
every one has followed it, as it is of such importance to every 
agency, large or small. 

It seems unnecessary to say more now about the position 
taken by the representatives of the National Association than a 
simple statement that we were convinced the plan would not 
satisfactorily accomplish the objectives sought and therefore 
was not in the best interest of the agents, the companies or the 
public ; however, one point must strongly commend the motive 
and that is the proof that the organized Casualty Companies 
realize that automobile underwriting is not now conducted on a 
satisfactory basis and experimentation is better than a do- 
nothing policy. 
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Until the question was definitely settled by the National 
Bureau it was a National problem, properly in the hands of 
the Conference Committees representing the producers on the 
one hand, and representatives of the Bureau on the other. When 
the conferences were ended, and the Bureau decided to go 
ahead with the plan, the situation changed from a national to 
a state or local problem. The plan is now in active operation 
in a number of states; first in those known as non-regulated. 
Secondly the plan has been approved in a few regulated states 
by the Bureau changing its filings to make the plan meet the 
objections raised by the various State Insurance Departments. 
To do this, there has been an abandonment of rate increases, 
an elimination of the loading factor, and an adaptation of the 
plan to meet local conditions. Obviously this established in the 
country, not the original proposal but a non-uniform plan which 
was nevertheless an experiment in the direction of a reward for 
Safe Drivers. These modifications have resulted in a sacrifice 
of that element of uniformity which has always been thought 
to be necessary as a stabilizing influence in the insurance busi- 
ness. 

A Safe Driver Reward plan, in some form, has now been 
made effective in more than half of the states and, as expressed 
in the statement of your officers, under date of January 14, 
1937, we believe it is incumbent upon us to render such support 
as is practical in the hope that this plan will either justify 
itself, or that there will be evolved therefrom some further 
modification or some other constructive proposal which will 
serve as a permanent stabilizing influence in the underwriting 
of automobile liability insurance. 


PUBLIC RELATIONS 


It is pleasant to turn from a controversial subject to one on 
which we can report definite progress, and that is in the field 
of public relations, too long neglected in our business. 

To begin with, we find the National Board of Fire Under- 
writers embarked on a new institutional advertising campaign, 

Continued on next page 
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setting forth the services of stock fire insurance companies and 
their agents. As an underlying unit of this campaign, there is a 
series of local agency advertising, designed for individual 
agencies or local boards, with mats sent free on request. 
Through the columns of the American Agency Bulletin, we 
have been glad to promote this campaign, and the results speak 
for themselves. 


In the casualty field, three new men of national importance 
have been recruited ; one as public relations counsel of the Asso- 
ciation of Casualty ’and Surety Executives, one as chairman of 
the Casualty and Surety Acquisition Cost Conferences, and one 
as public relations manager of the National Conservation 
Bureau. 


During the course of this meeting you will hear a report 
from immediate past President W. Owen Wilson on the activi- 
ties conducted by him and T. Alfred Fleming, supervisor of 
the Conservation Department of the National Board of Fire 
Underwriters, with the credit men of America. 


We are particularly fortunate this year in having at the heads 
of our committees on Fire Prevention and Accident Prevention, 
men who take their jobs seriously. Ever since the day of Presi- 
dent Woodrow Wilson and his fourteen-point program for the 
League of Nations, we have been hearing about so-many-point 
programs. These chairmen have adopted single point programs, 
and their concentration of effort is going far. 

We think it not amiss to consider as an important part of 
our public relations program the newly awakened interest in 
insurance women’s clubs. There can be no question that our 
individual agencies prosper in accordance with the knowledge 
of the office women with whom the public is in contact. This 
year, the insurance women of New Hampshire and New Jersey 
have formed state-wide organizations. We ask you to encour- 
age such organizations, and to address them whenever the 
opportunity presents itself. 

In the public relations field, we think of no finer demonstra- 
tion than the case of the Section of Safety of the Motor Carrier 
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Bureau of the Interstate Commerce Commission. The Bureau 
was having trouble in instituting its safety regulations with the 
operators of small units, and appealed to our Association for 
aid. The chairman of our Accident Prevention Committee, 
first through the columns of the American Agency Bulletin, and 
then through a letter to local board presidents, issued an appeal 
to them to invite representatives of the Section of Safety to 
appear on their programs. The result was that eighty-two local 
boards issued such invitations, and the cause of highway safety 
was thus promoted. 


HIGHWAY SAFETY 


The growing question of highway safety and accident pre- 
vention must give us pause. There are innumerable answers, 
none of which seem to have had any bearing on the problem. 
Year after year, on behest of the casualty companies, members 
of the National Association through the state Legislative Com- 
mittees have been able to ward off compulsory automobile lia- 
bility insurance, except in the state of Massachusetts, but there 
is a growing belief that negative opposition will no longer 
suffice. 


We think the time has come to present a definite answer in 
place of such negative opposition. Of course we do not suggest 
that members of the National Association promote compulsory 
legislation. We do suggest that they enter into a campaign to 
disabuse the public mind of the thought that insurance of any 
kind, be it compulsory liability insurance, compensation for au- 
tomobile injuries, or what have you, is the answer to this prob- 
lem. We think that the present enormous gasoline tax should 
not be diverted to the general funds of state and national 
treasuries, but should be used to make the highways safer 
through a tightening up of revocation and suspension of licenses, 
through first class engineering in road building, and through 
inspection of motor cars. We think that if the laws were en- 
forced and the “suspended sentence” judges were removed from 
office, the public would cease to demand compulsory insurance. 
On the other hand, when it becomes inevitable that some sort 
of compulsory insurance legislation is to be enacted, we do 
think that members of this organization should assist in writ- 
ing the ticket. 


WITHIN THE ORGANIZATION 


In the beginning, we promised you that we would spare you 
statistics. You probably are not interested in how many miles 
your officers and members of the Executive Committee have 
traveled to attend state Association meetings. Suffice it to say 
that practically every one of them has had a National Associa- 
tion representative in attendance. We find the state Asso- 
ciations running on high. At most of the meetings attendance 
this year has practically doubled that of former years. Mem- 
bership is on the up-grade, with enthusiasm running high. 
Many of the state Associations are now holding mid-year meet- 
ings. 


Attendance at the National Association’s annual and mid-year 
meetings has reached a new high level. The headquarters 
office is hitting on all cylinders. The American Agency Bulletin 
is widely read. The Washington office is functioning adequately. 
The largest membership in history is recorded and the loyalty 
of the membership is unquestioned. Therefore, we can close 
with all reverence on the note: “God’s in His Heaven, All's 
right with the world.” 


NEW ENGLAND RATING BUREAUS 
MERGER DELAYED 


THE amalgamation of the Boston Board of Fire Underwrit- 
ers, Providence Board of Fire Underwriters and New England 
Insurance Exchange with the New England Fire Insurance Rat- 
ing Association, tentatively scheduled for May Ist, has not as 
yet been completed, due to certain differences which remain to 
be cleared. Although the eventual merger appears certain it 
now seems unlikely that it will be completed much before the 
close of this month. 
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INSURANCE DECISIONS DISCUSSED 


Courtesy of William J. Krossner, Esq., Associated with John McElraevy, Jr., General Counsel, Alfred M. Best Company, Inc. 





FIRE INSURANCE 


HE so-called “alienation clause” of the standard fire policy 
| reads as follows: 

“This entire policy shall be void, unless otherwise pro- 
vided by agreement in writing added hereto, . . . if any 
change, other than by the death of an insured, take place in 
the interest, title or possession of the subject of insurance 
(except change of occupants without increase of hazard) .. .” 


This clause received the attention of the New York Court 
of Appeals in Powers vs. Fireman’s Fund Insurance Company, 
et al., 274 N.Y. 607, 10 N.E. (2d) 573. In this case, a fire had 
occurred and a claim for a total loss was made under two 
policies against the respective companies which issued them. 
Among other defenses, the companies set up that there was a 
violation of the sole and unconditional ownership clause and, 
further, that prior to the time of the fire, there had been a 
change in the title of the subject of the insurance with the 
result that when the loss occurred, the assured was not the 
owner of the premises which had been destroyed. 

The insured premises consisted of a country hotel, and title 
thereto had been derived from the mother of the assured by 
means of a deed conveying the property to him and his wife. 
In addition to operating the hotel, the assured was interested 
in a corporation which engaged in the garage business. In the 
fall of 1934, a creditor commenced suit against the garage cor- 
poration for goods sold and delivered to the garage, and 
joined the assured individually as a party defendant. The as- 
sured considered the suit against him as an individual to be 
unjustified and, desiring to protect himself, had two deeds 
drawn, one running from his wife and himself to his mother- 
in-law and another from his mother-in-law reconveying to 
himself and his wife. These deeds were duly executed and each 
was delivered to the proper party therein named as the grantee. 
The assured claimed that no consideration passed upon either 
of these conveyances and that after the delivery of *': deed 
to his mother-in-law he continued his control, management, 
operation and possession of the hotel premises without interrup- 
tion and in the same manner and capacity as he had prior to 
the delivery of such deed. 

The fire which was the subject of the litigation occurred on 
January 19, 1935. The deed from the assured and his wife to 
his mother-in-law was not recorded in the County Clerk’s office 
until February 5, 1935, although dated November 27, 1934. On 
February 27, 1935 the assured filed a sworn proof of loss in 
which he claimed that he was the sole and unconditional owner 
and that there were no encumbrances on the property except 
a first mortgage. 

The insurance companies made a motion for summary judg- 
ment, contending among other things that by reason of the deed 
dated November 27, 1934, the assured was not the owner of 
the premises and had no insurable interest therein on the date 
of the fire. The court decided the motion in favor of the insur- 
ance companies, and directed entry of judgment accordingly. 

The assured appealed to the Appellate Division of the First 
Department (the intermediate appellate court of New York) 
and the judgment of the court below was unanimously affirmed. 
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Alienation Clause—Conveyance from Assured to 
Third Party and Simultaneous Reconveyance by 
Third Party to Assured Constitutes Violation. 


The assured then obtained leave to appeal to the Court of 
Appeals, the court of last resort in New York, which without 
opinion affirmed the lower courts. 

The contentions of the assured with respect to the alleged 
violations of the “alienation clause” were as follows: 

That he had never actually parted with title although the 
record title was in the name of another person. No change of 
ownership was effected and none was intended. A deed, to be, 
effective, must be delivered with an intention in accordance with 
its terms. No change in ownership was effected by the convey- 
ance to assured’s mother-in-law because there was a simulta- 
neous reconveyance although the deed of reconveyance in fact 
had never been recorded. In the absence of an estoppel, the 
mere recording of the deed without an intention of its taking 
effect according to its terms had no legal consequences. Legal 
title was not the test of ownership. The effect of the record 
was limited. Normally, it was some evidence or presumptive 
evidence. It became conclusive only by reason of an estoppel 
and the insurance companies were not in a position to claim an 
estoppel because they had not relied upon the record. 

The insurance companies argued, among other things, that 
by delivery of the deed to assured’s mother-in-law, title passed 
and that in the absence of the consent of the insurance com- 
panies, this constituted a violation of the alienation clause. Any 
transfer during the life of the policy voided the same. The fact 
that a reconveyance to the assured had been arranged, was not 
sufficient to avoid the breach of the alienation clause in the 
policy. 

In support of the contentions advanced on behalf of the in- 
surance companies to the effect that a deed from the assured 
to his mother-in-law was such change of title as invalidated the 
policy, the attorneys for the companies cited in their brief, the 
case of Rosenstein vs. Traders’ Ins. Co. of Chicago, 79 A.D. 
481, 79 N.Y.S. 736. In this case, the assured and his wife con- 
veyed the property which was the subject matter of the insur- 
ance to their son by a warranty deed which was duly delivered 
to the son and later placed on record by the assured. There- 
after, a fire occurred which occasioned a loss. No consent had 
been obtained from the insurance company to such change of 
title. Apparently the occasion for this transfer was an en- 
deavor to place the property beyond the reach of a judgment 
creditor. The company resisted the claim on the ground that 
there had been a violation of the clause respecting change of 
title, without notice to or consent of the company. The assured 
endeavored to avoid that defense by presenting evidence to 
the effect that although the deed recited a consideration, as 
matter of fact, no consideration had passed from the son to his 
father and no change took place in the possession or control of 
the property. 

The court in the Rosenstein case points out the necessity for 
distinguishing the cases involving personal property and real 
estate. In this respect, the court said: 

“In the case at bar the property is real estate. All that 
was necessary to be done to accomplish an absolute and per- 
fect change of title from the grantor to the grantee was done 
when the deed was duly executed and placed on record. An 

Continued on next page 
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LEGAL DECISIONS DISCUSSED—Continued 


alteration in the possession of the property was, to say the 
least, no such essential element to a complete transfer as it 
would have been in the case of personal property. Upon the 
execution and recording of the deed, the son, as grantee, be- 
came vested with what was, under the statutes and law gov- 
erning the subject, a perfect record title. He was in position 
to deal with the subject of his deed by conveyance.’ 

With respect to the contention of the assured that the deed 
was not intended as an effective transfer of title, the court said: 

“We do not lose sight of the contention made by respond- 
ents (assured and mortgagee) that this deed was not intended 
eventually to be effective as between the father and the son, 
but that it was only executed for a qualified purpose; that the 
spirit and intention of the clause in the policy of insurance 
such as is under consideration here is to guard against any 
moral hazard involved in changed relations to the insured 
property, and that there is no such change here as supplies 
the basis for such a hazard. We are, however, unable to 
agree with this argument.” 

The Appellate Division in the Rosenstein case reversed the 
judgment in favor of the assured and ordered a new trial. 

A situation analogous to that presented in the Powers case 
is to be found in the cases where a mortgagor has transferred 
the record title to the mortgagee, although remaining in pos- 
session of the premises under an agreement or option to re- 
deem within a stated time, upon payment of a stipulated con- 
sideration. The courts in several instances have held that 
conveyances of this character constitute such change of title 
as to violate the provisions of the fire insurance policy. Tatham 
vs. The Commerce Insurance Co. of Albany, 4 Hun. (N.Y.) 
136; Foote vs. Hartford Fire Ins. Co, 119 Mass. 259. 

The appellate courts of other jurisdictions have determined 
similar questions. The Supreme Court of Pennsylvania, in 
Bemis vs. Harborcreek Mutual Fire Ins. Co. of Erie, 200 Penn. 
St. 340, considered the following situation. The assured and 
his wife conveyed the insured premises to a third party by a 
warranty deed. No notice of this conveyance was given to the 
insurance company and its consent thereto was not endorsed 
on the policy. This deed was recorded about four months later. 
The third party reconveyed by a deed dated approximately 
one month after the first deed was recorded, and the second 
deed was recorded about two months after its date and twenty- 
four days after the loss by fire occurred. The policy contained 
the usual change of title and ownership clause. The Penn- 
sylvania court said: 

“The plaintiff (assured) was bound to know this provision 
of the contract. The prohibition is against any change in 
title, or in any interest less than the title. The condition is 
an entirely proper one, and, having been made a part of the 
contract, the company had a right to rely upon it; indeed 
the relation of insurer and insured was only created by means 
of the offer upon the part of the company, subject to the 
exact conditions expressed in the policy, and the acceptance 
thereof by the plaintiff. The insurer clearly stipulated that 
any change in title, or in interest without its consent should 
avoid the policy. Presumably it had good reason for inserting 
such a condition, but as to that, we need not inquire. The 
parties made their own contract. Yet, in the face of the 
prohibition of any change in the title or interest in the prop- 
erty, the plaintiff executed a deed of conveyance, with cov- 
enant of warranty in the ordinary form, and duly acknowl- 
edged and recorded it. He thus absolutely parted with the 
legal title to the property, and, in so doing, violated the very 
letter of the condition of the policy, stipulating that there 
should be no change in the title without the consent of the 
insurer. It is idle for a party to execute a solemn deed of 
conveyance, purporting to be for a large consideration, duly 
acknowledge and record the conveyance, and then set up the 
claim that he has not parted with his ownership of the prop- 
erty in any degree. Yet this is the contention of appellee in 
this case. If the grantor intended anything less than an abso- 
lute conveyance of his title and interest, no such intimation 
appears in the deed. The relation of insurer and insured was 
terminated when the condition was voluntarily broken by the 
act of the insured. It could not be restored without express 
or implied consent of the insurer. No such consent was 
given.” 

A discussion of the Bemis case and collateral questions will 
be found in the note beginning at page 845 in Volume 52 A.L.R. 
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INSURANCE COMPANY DEVELOPMENTS 


A summary of the insurance company developments throughout 
the United States and Canada in recent months appears hereafter. 
This summary includes notices of examinations conducted, and also 
new, licensed and retired companies. 


FLORIDA 
Licensed 
Allied American Mutual Fire Ins. Co............... Boston, Mass. 
IOWA 
Licensed 
Reinsurance Corporation of New York............ New York, N. Y. 
Transportation Insurance Company...........+.+++e+: Chicago, Tl. 
MASSACHUSETTS 
New Company 
Allied Canton Mutual Fire Ins. Co...............+-.- Boston, Mass. 
Examined 
Fall River Mfrs’. Mutual Fire Ins. Co............. Fall River, Mass. 
Industrial Mutual Insurance Company.............. Boston, Mass. 
Paper Mill Mutual Insurance Company.............. Boston, Mass. 
Rubber Mfrs’. Mutual Insurance Company............ Boston, Mass. 
Worcester Mfrs’. Mutual Insurance Company..... Worcester, Mass. 
MICHIGAN 
Licensed 
Manitowoc Mutual Fire Insurance Company......Manitowoc, Wis. 
MISSOURI 
Licensed 
Transportation Insurance Company................+. Chicago, Il. 


NEW JERSEY 


Licensed 

Transportation Insurance Company.............+.++. Chicago, Il. 
Withdrew 

Superior Fire Insurance Company................ Pittsburgh, Pa. 


NEW MEXICO 


Reorganized 
Planters Mutual Insurance Company............ Glorieta, N. Mex. 
Central Surety Fire Corporation................ Kansas City, Mo. 


NEW YORK 


Examined 

Oe Wma WRhOGGRs ccc cccccccccccescesccoceel New York, N. Y. 
Clinton County New York Patrons Fire Relief Assn., 

Wadhams, N. Y. 
Dutchess & Columbia Patrons Fire Relief Assn.....Verbank, N. Y. 
Farmers Mutual Ins. Co. of Orleans & Niagara Counties 

Lockport, N. Y. 
Hamden Mutual Insurance Company.............. Walton, N. Y. 
Home Mutual Fire Insurance Company........ Binghamton, N. Y. 
National Liberty Insurance Company of America..New York, N. Y. 
Preferred Mutual Fire Insurance Company...... New Berlin, N. Y. 
Reinsurance Corporation of New York.......... New York, N. Y. 
Switzerland General Insurance Company...... Zurich, Switzerland 


Workmen’s Mutual Fire Insurance Society, Inc...New York, N. Y. 


PENNSYLVANIA 
Licensed 
Transportation Insurance Company.................. Chicago, Ill. 
Examined 
City Mutual Fire Insurance Company.............. Lebanon, Pa. 
Neffsville Mutual Fire Insurance Company.............. Lititz, Pa. 
Pennsylvania Mfrs’. Assn. Fire Insurance Co..... Philadelphia, Pa. 
VERMONT 
Licensed 
New Jersey Insurance Company................ Jersey City, N. J. 
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MONTHLY FIRE LOSSES 


Fire losses in the United States for the month of April, as 
reported by the National Board of Fire Underwriters, totaled 
$25,616,112, a decrease of 3.9% as compared with the total 
reported in April, 1937, and 0.4% lower than the figure re- 
ported in April, 1936. The aggregate losses for the first four 
months of this year of $108,816,043 were the lowest reported 
for this period in any preceding year with the exception of 
1935, when losses of $96,722,761 were reported. 

A comparative table of fire losses for the years 1935, 1936 and 
1937, together with the losses for the first four months of this 
year, follows: 





1935 1936 1937 1938 

January $23,430,504 $27,729,930 $25,069,895 $27,676,337 
February .. 25,081,625 30,909,896 28,654,962 26,472,626 
March 24,942,703 29,177,406 29,319,029 29,050,968 
Agel ..... 23,267,929 25,786,835 26,663,854 25,616,112 

$96,722,761 $113,604,067 $109,707,740 $108,816,043 
ai cine 21,238,205 21,479,380 21,437,739 
pO eee 18,499,675 20,407,485 19,524,765 
es 19,293,619 22,357,020 19,812,485 
August .... 18,137,060 21,714,495 19,767,314 
September . 16,641,882 20,413,537 19,349,756 
October 19,785,871 20,439,136 21,097,670 
November . 20,871,584 22,808,497 23,849,673 
December 27,969,288 30,133,628 30,172,952 





Totals.. $259,159,945 $293,357,245 $284,720,094 





WISCONSIN 
Licensed 


Transportation Insurance Company.................. Chicago, IIL. 


ONTARIO 
Licensed 
South British Insurance Company................ Auckland, N. Z. 


HAWAII 
Withdrew 


Rochester American Insurance Company.......... New York, N. Y. 


WESTERN FACTORY INSURANCE 
ASSOCIATION 


OFFICERS ELECTED 


AT the annual meeting of this organization, held last month, 
C. H. Smith, co-manager of the Western Department of the 
Hartford Fire Insurance Company, was elected president, suc- 
ceeding the late Charles R. Street, and W. H. Riker, manager 
of the Insurance Company of North America, was elected vice- 
president, succeeding George H. Bell. 

Harry L. Grider, previously associate manager of the Asso- 
ciation, was appointed manager succeeding S. W. Tripp, re- 
signed. W. L. Sundstrum was appointed assistant manager. 

George C. Long, Jr., president of the Phoenix Insurance 
Company of Hartford, was re-elected second vice-president, 
and John C. Harding, resident vice-president of the Spring- 
field Fire & Marine Insurance Company at Chicago, was re- 
elected secretary and treasurer. 

Additions to the executive committee were W. H. Riker, the 
newly elected vice-president, and S. M. Buck, vice-president in 
charge of the Western Department of the Great American In- 
surance Company. 
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THE membership committee of the National As- 
sociation of Insurance Agents reported to the mid-year 
meeting of that Association, held in Hot Springs early 
this month, that on May 2nd the total membership was 
14,901, an all-time high. James F. Crosby, Jr., of 
Grand Rapids, Mich., chairman of the committee, re- 
ported that an active interest in membership develop- 
ment is spreading over the entire nation, 

Since September 1, 1937, over 1,300 new members 
have joined the Association. States which, since the 
beginning of the current fiscal year, have reported the 
addition of 25 or more members, follow: 
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“A CITY SAVED BY A THREAD" 


DRAMATIC TITLE OF NATIONAL 
BOARD'S ADVERTISEMENT 


A standard hose-coupling thread adopted by the city of Fall 
River, Mass., and other nearby communities, upon the urgence 
of the National Board of Fire Underwriters some twelve or 
thirteen years ago, saved the city from possible destruction in 
1928 and thus provided the stock fire insurance companies with 
an interesting subject for their current national advertisement 
“A City Saved by a Thread.” 

“Fire broke out in the congested section of the Massachusetts 
city of Fall River,” begins the advertisement, “and, lashed into 
fury by a forty-mile gale, the raging flames rapidly spread be- 
yond the control of the local fire department. Conflagration 
threatened to destroy the entire city. Responding to a desperate 
call for help, fire apparatus came from over twenty communi- 
ties. They were able to stop the fire, averting disaster . be- 
cause, luckily, the thread of their hose couplings fitted the 
Fall River hydrants. Had the fire occurred three years earlier 
their help could not have been used. For, it was only within 
that time that those communities had adopted standard hose 
couplings upon the urgence of the National Board of. Fire 
Underwriters. 

“So,” said the advertisement, “the city was saved by a 
thread .. . a dramatic demonstration of the effectiveness of the 
fire prevention activities continuously carried on by The Na- 
tional Board of Fire Underwriters. The average citizen little 
realizes what that organization has done and is doing to prevent 
loss of life and property . . . through making surveys and 
recommendations and through the testing of manufactured 
goods and materials by Underwriters’ Laboratories, Inc. which 
it founded.” 
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WAR RISK RULES 
ALTERED BY I.M.U.A. 


THE executive committee of the Inland Marine 


Underwriters’ Association last month announced 
changes in rules which had been adopted dealing with 
war risk coverage on fine arts, personal property float- 
ers, personal jewelry-fur floaters, personal fur floaters, 
personal effects floaters, camera floaters, and musical 
instrument floaters. 

On fine arts policies covering within the continental 
United States or Canada there is now available a war 
risk endorsement with the provision that the rates 
otherwise applying are increased at least 5 cents. This 
extends the policy within the United States or Canada 
to cover against the risks of war, invasion hostilities, 
rebellion and insurrection but loss or damage caused 
by or resulting from the following are excluded: (A) 
seizure, detention or confiscation under customs or 
quarantine regulations ; (B) commandeering, pre-emp- 
tion, requisition or nationalization by any government 
de facto or otherwise; (C) seizure, detention or confis- 
cation by the government of the United States or Do- 
minion of Canada based on enemy ownership or interest, 
or on violation of law. 


FIRE EXTINGUISHERS KEEP FIRES 
OUT OF NEWSPAPER HEADLINES 


THE tires we read about in the newspapers are the fires that 
destroy lives and a large amount of property. We seldom hear 
about the countless fires that are put out before they become 
destructive. It is needless to point out to safety engineers the 
necessity for keeping fires out of the headlines. 

Fire extinguishers will do the job they are designed for— 
putting out incipient fires—if they are properly maintained. 
This was pointed out recently to the Greater New York Safety 
Council by A. O. Boniface, secretary of the Chemical Fire 
Extinguisher Assn. who disclosed that “A one-year record of 
the combined fire reports of eighteen large cities reveals that 
over 14 per cent of fires for which a total of 83,378 alarms were 
sounded, were put out before the arrival of the fire department. 
That means that 11,760 fires were extinguished before they had 
become destructive. If fire extinguishers had been available on 
every one of the properties involved in the other 71,618 fires, 
there would have been a larger percentage of fires which were 
put out before the arrival of the firemen. 

“That conclusion is supported by records of a large insurance 
organization which equipped all its properties with extinguish- 
ers. For a period of four months there were 594 fires reported 
in these properties, but 59.8 per cent, or 279 of them, were put 
out with hand fire extinguishers. 

“There are even more conclusive figures. All of the buildings 
of a large industrial organization, involving 34 factory groups, 
are equipped with fire extinguishers. Over a period of five 
years 365 fires were reported and 315, or 89.4 per cent of them, 
were put out with hand fire extinguishers. 

“It is important to note that in these fires which did not re- 
quire fire department service, there was involved little or no 
interruption to business, and fire and water damage was at a 
minimum. And most important of all, there were no conse- 
quential losses, which could easily bankrupt any business. Loss 
of customers, loss of skilled workmen, loss of trained salesmen, 
loss of income to cover fixed expenses, are soiue of the conse- 
quential losses.” 
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a When you represent the “Ohio Farmers" you represent 
4 a company which for ninety years has maintained a 
) policy of financial stability, service and fair treatment. 
or 
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OHIO FARMERS INSURANCE COMPANY 
LeRoy Oh 
AMERICAN MARINE INSURANCE ILLINOIS CONDUCTS INQUIRY 
at SYNDICATES INTO AUTOMOBILE FINANCE 
OFFICERS ELECTED ACCOUNTS 
AT the regular monthly meeting of the Board of Managers DIRECTOR of Insurance Ernest Palmer on April 22nd 
— held April 21st the following elections took place for the en- p evry aI; inquiry into companies financing automobile pur- 
ne suing year: c yd in z inois and in insurance companies insuring the cars 
ety so nced. 
ire Chairman, Board of Managers...... Mr. William B. Harwood He addressed a bulletin to all companies authorized to trans 
of Vice Chairman, Board of Managers..Mr. William D. Winter* act the oo Ray roars | insurance — ~— ae 
hat MUN 5 0.06 i win a begin owed be ot Mr. Douglas C. Anderson Suny, Sie Se nee oe Say Nes eee 8 ae eS 
ere er . : hee finance accounts on their books and that they answer a group 
nt. Assistant Underwriter for Builder’s Risks, Pye of specific questions on each such finance account. A finance 
nad Mr. S. Donald Livingston account was defined as “an account under which an individual, 
on Manager, Syndicate “A”.......... Mr. Michael F. McAlinden firm, corporation or bank financing the retail sale of automo- 
res, EOE EOE ora er re Mr. Ernest W. Schuler* _biles_ makes —- ee oe oe eee apres 
ere : T companies to offer such companies the insurance on the auto- 
EEE TET L NOE Or Mr. Norman S. Adams* mobiles sold at retail (but not less than 50 of such automobiles 
nce * Re-elected. a year to a single company) which it directly finances and in- 
'sh- sures and upon which it agrees to pay the premiums.’ 
‘ted Since Mr. Brengle’s death, which occurred February 21, 1936, n In the ae to - commeasion, Director Palmer disclosed his 
put Mr. Anderson has been Acting Underwriter and Mr. McAlinden, epartment has already made some inquiry into companies 
Acting Manager. financing automobile purchases and insurance companies coyer- 
baa ing the cars so financed. The purpose of the present inquiry is 
ings Recognizing the additional responsibilities brought about by to enable the Iusurance Department to make a thorough study 
ups, the expansion of the Syndicates toa $4,000,000 capacity fol- of the subject of automobile finance business. 
five lowing last year’s conferences with the Maritime Commission, 
jem, arrangements have been made for an even closer supervision of 
the Syndicates’ activities by the Board through the establish- 
re- ment of an office in the Syndicates’ premises for the Chairman ARKANSAS FIRE RATES REDUCED 
no where he will be available to the other Officers for advice and 
at a consultation and take over certain of the duties heretofore INSURANCE Commissioner M. J. Harrison recentl 
: . . y an- 
- delegated to Special Committees. nounced reductions in fire insurance rates in Arkansas ranging 
— The Chairman has been further delegated: To exercise super- from 5% to 2242%. This action was taken following a study of 
ca vision over underwriting, subject to authority of the Rate Com- _ the experience of fire companies during the period 1933 to 1937, 
F mittee ; and to participate in discussions with brokers and with inclusive, when underwriting profits in excess of 84% were 
other outside interests where he deems desirable. reported. 
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POSITIONS WANTED 


The individuals offering their services in this column have 
been investigated by Alfred M. Best Company. inc., and 
the representations made as to knowledge, experience and 
character are as stated by us. No charge Is made for this 
space as the only desire is to assist them and the Insurance 
business generally. Only those who are not employed will 
be considered. 

















F99—Position desired as statistician with insurance company. Seven 
years’ insurance statistical experience, agency costs, etc., together with 
ten years’ previous experience in secretarial work and accountancy. Best 
of references. 


Young attorney, 26, desires connection in legal or claim department 
of insurance company. Has had about 2% years’ legal experience. No 
objection to traveling. F-100. 


_ Young man, married, attorney, associated eight years with reputable 
insurance law office representing companies, experienced in trial work, 
desires connection in East or New England in legal department or either 
le Fire or Life company or in law office. Excellent references. 


Young man, 39, married, desires connection with fire insurance com- 
pany as assistant underwriter. Has had about 20 years’ experience in 
various capacities. Very good references. F-104. 


C194—Position wanted with either stock or mutual company in Cali- 
fornia or adjoining states as general agent, special agent or branch 
manager by experienced agency man. Resident of California for the 
past twelve years. 


Experienced agent desires correspondence with fire or casualty com- 
pany in reference to general agency for Southern Minnesota. ood 
references. F-111. 


Capable fire underwriter and agency producer, experienced field and 
office several territories, desires connection in Eastern field, preferably 
New York or New Jersey. Extensive personal acquaintance Eastern 
agency field. F-112. 


Young architect desires connection as inspector for fire insurance 
company. Has had several years’ designing and drafting experience. 
No objection to traveling but prefers New England and Mid-Atlantic 
States. Very good references. F-113. 


Well qualified insurance and advertising man desires connection as 
Advertising Manager for insurance company. Has had eleven years’ 
insurance experience covering all branches of the business and eleven 
years’ experience with advertising agencies. Good references. F115. 


Experienced accountant, with 17 years of diversified insurance train- 
ing and formerly iated with prominent companies, desires to make 
i diat ti No objection to location, but prefers eastern 
territory. References classify applicant’s ability as excellent. F-116. 








Position desired with fire insurance company for agency accounts or 
annual statement work. Has had 29 years diversified experience handling 
agency accounts, marine tax statements and annual statements. Excel- 
lent references. F-117 


Young man, 23, single, graduate engineer, with one year’s experience 
fire insurance planning, surveying and inspection desires connection in 
Philadelphia Metropolitan Area with insurance company or responsible 
agency or brokerage firm. Good references. F-118. 


Wanted—Position with fire company, either in office or field, or with 
industrial concern as insurance manager. Has had extensive training 
fire and automobile lines. Prefers central west or eastern territory. 
Very good references. F-119. 


Experienced fire insurance man, familiar with adjusting, inspecting 
and rate schedules desires field position. Prefers New York State F-120. 
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Young man, 32, desires position as automobile underwriter or as- 
sistant g r ger of underwriting department. Has had about 
nine years’ experience as assistant to manager of automobile depart- 
ment, also underwriter, of Middle-Western fire insurance company. 
Prefers New England, Middle West or Pacific Coast territories. Very 
good references. F-121. 





Young lawyer, with two years’ experience in practicing law, desires 
a connection in the legal or claim department of an insurance com- 
pany. No objection to traveling. Very good references. F-122. 


Fire insurance executive—20 years production and field experience 
in United States and Canada—exceptiona personal following—seeks 
position with Board stock company. -123. 


Young man, 39, graduate of Insurance Institute of America, desires 
position as accountant, agency manager or collection manager. Sixteen 
years’ experience with large fire insurance company in Southern territory 
as accountant and correspondent in charge of agents’ accounts. Prefers 
Southern territory. Good references. F-124. 


Experienced insurance man, 40, desires position as executive special 
agent or superintendent of agencies for fire insurance company. Previous 
experience largely confined to casualty business as New Jersey branch 
office manager for several companies. Good references, F-127. 


Position wanted as accident investigator or adjuster by attorney in 
Upstate New York Territory. Previous experience includes both fire 
and casualty agency representation. C-247. 


Home Office underwriting work or representation of fire, casualty 
or inland marine company as special agent wanted by experienced in- 
surance man with well-rounded training in fire, casualty and inland 
marine lines. Good references. F-128, 


Fire examiner and underwriter. Age 45, single, desires sition 
with company or general agency. Previously associated with New 
England fire group for over 10 years. Good references. F-129. 


LS ong | man, 26, desires position as assistant underwriter for inland 
marine lines. Has had about eighteen months experience in this capacity 
for prominent fire company in the Middle West. F-130. 


Fieldman, 45, married, New York State following. Has had 18 years 
Home Office experience in addition to extensive field work. F-131. 


Experienced insurance manager desires new connection. For the past 
eleven years he has been associated with a large corporation in complete 
charge of all insurance matters covering world-wide operations. Age 42, 
married. Excellent references. F132. 


Position wanted as special agent or adjuster for fire company. Since 
1923 he has been connected with a general agency of a large multiple 
line company as solicitor and adjuster on casualty business. Good refer- 
ences. F133. 


Young man, 35, married, desires field connection with fire company 
Previous experience includes 712 years as supervising agent in West 
Virginia and Ohio for an Eastern fire insurance company and 4 years 
with West Virginia Fire Underwriters Association. F134. 


Fully qualified insurance accountant, 45, married, with over fifteen 
years’ experience as auditor and assistant auditor desires connection with 
fire insurance company. Prefers position in or around Kansas City but 
has no objection to traveling. Very good references. F-135. 


Young man, 28, desires position as inland marine underwriter or spe- 
cial agent. Has had ten years’ experience with prominent marine under- 
writing organization. Traveled New York and Connecticut and wrote na- 
tionwide inland marine. F-136. 


Position wanted as stock fire company field man or manager of sales 
promotional department. Age 38, single. Has had about twenty years’ ex- 
perience in various field capacities and sales work with mutual and 
reciprocal organizations. No objections to traveling. F-137. 


Casualty underwriter with ten years’ experience in all lines including 
home office, field and direct sales, and until recently head of under- 
writing department, desires position with substantial company. F-137. 
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Since organization this Group has paid losses in excess of 
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Represented by leading insurance agents throughout the country 
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ON COMPANIES AND ASSOCIATIONS 





ALLIED CANTON MUTUAL Fire Insurance 


Company, Boston, Mass. 


New Company 


This newly formed mutual institution, which was incorporated 
under the laws of Massachusetts, received its license from the 
Insurance Department of that State on April 5, 1938, and began 
business the same day with a paid-in guaranty capital of 
$25,000. 

The company is fully authorized to insure on the mutual plan 
any person against loss or damage to property by fire, smoke, 
lightning and other electrical disturbances, wind, tornado, tem- 
pest, cyclone, earthquake, hail, frost, snow, ice, weather or climatic 
conditions, including excess or deficiency of moisture, flood, rain 
or drought, rising of the waters of the ocean or its tributaries, 
bombardment, invasion, foreign enemies, insurrection, riot, sabo- 
tage, war, civil war or commotion, military or usurped power. 
explosion fire ensuing, and explosion no fire ensuing except ex- 
plosion of steam boilers and fly-wheels; also to insure against 
loss or damage by insects, disease or other causes, to trees, crops 
or other products of the soil; and against loss of use or occu- 
pancy due to any said causes. 

The management reports that all policies will be written at 
tariff rates only through agents. The assessment liability of 
policyholders is limited to one additional premium. At present 
the company is licensed to operate only in the State of Massa- 
chusetts. 

The company is allied with the Canton Mutual Liability In- 
surance Company of Boston. Paul Mannos and H. L. McKinnon, 
president and secretary and treasurer respectively of this com- 
pany occupy similar positions with the Canton Mutual Liability 
Insurance Company. The vice-president of this company, Timothy 
Crean, is a lawyer and real estate operator. 

The board of directors comprises the foregoing officers and 
Samuel Cooper, Harold B. Morse, Reuben L. Rose, Anthony 
Spinelli and William Sullivan, 


AMERICA FORE Group, 
New York, N. Y. 


Western Hail and Farm Departments Consolidated 


Following the resignation of Jacob Nelson, superintendent of 
America Fore’s Hail Department at Chicago, the announcement 
was made that this division was being merged with the company’s 
Farm Department under Ira D. Goos, farm superintendent. 

Concurrent with this development, C. A. Alexander and J. J. 
Lanoue, first assistants in the Farm Department, were named 
superintendents, as were Grover Edwards, formerly assistant to 
Mr. Nelson, and B. R. Walinder, former farm state agent in Wis- 
consin. D. C. Smith, Ohio farm state agent, who for a year and 
one-half acted as Farm Department executive special agent from 
the Chicago Office, was advanced to a similar position in the 
combined departments. 
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AMERICAN EXCHANGE Underwriters, 
New York, N. Y. 


Change in Management Completed 


On May 1, 19388, by action of its board of trustees following 
unanimous approval by the subscribers of an amendment to the 
membership agreement, the management of this institution was 
changed from Weed and Kennedy to Ernest W. Brown, Inc. The 
latter firm acts as attorney and manager for Associated Reciprocal 
Exchanges, which comprises Affiliated Underwriters, Fireproof 
Sprinklered Underwriters, Individual Underwriters, Metropolitan 
Inter-Insurers and New York Reciprocal Underwriters. This man- 
agement also is affiliated with the management of Canadian Recip- 
rocal Underwriters, Toronto, Ont., Canada, and Theatre Under- 
writers of Philadelphia, Pa., and conduct the management for 
Arex Indemnity Company, a participating stock casualty com- 
pany formed in 1936. 


AMERICAN Group, 
Newark, N. J. 


Field Changes 


Zdmondson E. Carrico was recently appointed Special Agent 
in Kentucky for the Fire Companies of The American Group, 
Newark, assisting State Agent H. L. Williamson. 

Mr. Carrico is a native of Louisville, a graduate of Rose Poly- 
technic Institute, and has recently been in the employ of the 
Tennessee Inspection Bureau. For the present he will office in 
Lexington with Mr. Williamson. 

Homer A. Howell, who has been special agent in South Jersey 
for the fire companies of this group for the past ten years, has 
been transferred to Alabama, replacing DeWitt Duskin, deceased. 
Mr. Howell is a native of the South and he had previously 
traveled the southern territory before going to New Jersey. 

Edmund M. Neary will replace Mr. Howell in the South Jersey 
field. He has, been one of the men travelling the North Jersey 
field for the American for the past three years and has been 
with the company since 1928. 


ANCHOR Insurance Company, 
Providence, R. I. 


Casualty Powers Secured 


Under an amendment recently approved by the Rhode Island 
Legislature the charter of this company has been broadened to 
include the writing of casualty forms of coverage. 

The management of the company has advised us, however, that 
no immediate change in the plan of operation is contemplated. 
The charter amendment was secured only for the purpose of 
writing these forms of coverage at some undete:mined future 
date, if it seems advisable to do so. 
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ATLANTIC MUTUAL Insurance Company, 
New York, N. Y. 


New Trustee 


Williamson Pell was recently elected to the Board of Trustees 
of this company, succeeding Justus Ruperti. 


EMPLOYERS Group, 


Boston, Mass. 
Linscott Retired 


Effective May ist, Percy W. Linscott retired as superintendent 
of the United States Claim Department of the three companies 
comprising the Employers Group. He was succeeded in this 
capacity by Forrest E. Donigan, who, since 1930, has been assis- 
tant superintendent of the United States Claim Department. 

Mr. Linscott retired at his own request after forty-eight years 
of service with the companies. He joined the Employers Liability 
in April, 1890, and was placed in charge of the New England 
Claim Department in 1895. On May 1, 1927, he was made super- 
intendent of the United States Claim Department. 


EXPORT Insurance Company, 
New York, N. Y. 


Capital Increase 


The paid-in capital of this company was increased from $400,- 
000 to $450,000 on April 7th through the transfer of $50,000 from 
its surplus account. The number of shares outstanding remained 
unchanged, the par value being advanced from $4.00 to $4.50 
each. 

This change in capital was made in order to conform with the 
capital requirements of certain of the States in which the com- 
pany is now licensed to operate. 


FIREMAN'S FUND Insurance Company, 


San Francisco, Cal. 
Diamond Jubilee Celebrated 


In commemoration of the seventy-fifth anniversary of this com- 
pany’s incorporation on May 6, 1863, the Fireman’s Fund Record 
for this month is devoted entirely to a review of the colorful 
events during the past three-fourths of a century. From its small 
beginning, the company successfully passed through the great 
San Francisco conflagration in 1906 and now ranks as one of the 
leading fire and marine insurance institutions in this country. 


FRANKLIN Fire Insurance Company, 
Philadelphia, Pa. 


Staff Promotions 


The Board of Directors of the Franklin Fire Insurance Com- 
pany at their meeting held April 14th elected John Glendening 
Vice President and Secretary and appointed C. Harry Smith as 
Secretary and Howard H. Lukens as Assistant Treasurer. 

Mr. Glendening was born in Philadelphia in 1894. His entire 
business career has been spent in the service of the Franklin. 
He entered the employ of the company as office boy in 1910, 
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BEST'S 
INSURANCE GUIDE 


KEY RATINGS 


Shows Both GENERAL POLICYHOLDERS’ 
and FINANCIAL RATINGS 


Satety factors of an insurance company are essential 
for the protection of its policyholders. 


You can determine the safety factors of your insurance companies 
through Best's Insurance Guide With Key Ratings. The desirability 
of an insurance company's policy hinges upon the following prin- 
cipal factors. 

1. GOOD UNDERWRITING. 

2. ECONOMY OF MANAGEMENT. 

3. ADEQUATE RESERVES FOR ALL 

UNDISCHARGED LIABILITIES. 
4. ADEQUATE NET RESOURCES. 
5. SOUND INVESTMENTS. 


A complete analysis, which gives proper weight to all these im- 
portant factors, is made and reflected in the ratings assigned to 
each company. 

Best's Insurance Guide With Key Ratings shows at a glance our 
general policyholder's rating of all fire, marine, casualty and surety 
companies licensed to operate in the United States. The book also 
shows a five year underwriting, financial and profit and loss exhibit 
of each company. 

A valuable feature in the “guide” is an exhibit on each company 
showing a classified distribution of assets, such as—cash and United 
States Bonds—other bonds—stocks—real estate—mortgages—agent's 
balances—and other assets. 


1000 Companies Rated—Over 600 Pages of 
Valuable Data 


KNOW THE FACTS—AT A GLANCE! 


ALFRED M. BEST CO., INC. 
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75 FULTON STREET, NEW YORK, N. Y. 
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FRANKLIN Fire Insurance Company—Continued 


working his way through the various departments of the office 
and in 1925 was made Assistant Manager of the Philadelphia 
and Suburban Departments under Harold V. Smith who was then 
manager. He became an officer of the company in February 
1928 with the title of Assistant Secretary and in May 1929 suc- 
ceeded Harold V. Smith as Manager of the Philadelphia Office. 
In July 1929 he was elected Secretary. 

C. Harry Smith entered the insurance business in 1917 with 
the Philadelphia Fire Underwriters Association. After war serv- 
ice in France, he was associated with the America Fore Group. 
He joined the Home Group in June 1935 as Assistant Manager 
of the Philadelphia and Suburban Departments. In May 1936 
he was named Associate Manager. Mr. Smith has spent his en- 
tire insurance career in the Philadelphia and Suburban terri- 
tories. 

Mr. Lukens resigned from the Philadelphia Suburban Under- 
writers Association to go with the Franklin in June 1917 and for 
many years served as Special Agent in the Philadelphia Suburban 
fields. In 1934 he relinquished these duties and was transferred 
to the Financial Department, at which post he still continues. 


DIVIDEND ACTION 
At this same meeting the board of directors declared the reg- 
ular quarterly dividend of $.25 per share and the regular extra 


dividend of $.10 per share. These dividends were paid on May 
2nd to stockholders of record April 20th. 


GLENS FALLS Insurance Company, 
Glens Falls, N. Y. 


Western Inland Marine Department Formed 


The resident vice-president, R. H. Griffith, in charge of the 
Pacific Coast Department of the Glens Falls Insurance Company 
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and Commerce Insurance Company, announced late last month 
the formation of an Inland Marine Department in the San Fran- 
cisco office, with Harry Pinkham, Jr., as superintendent. Both 
production and underwriting will be under the supervision of 
Mr. Pinkham. 


FIELD CHANGE 


The Glens Falls Insurance Company and Commerce Insurance 
Company announced the appointment of Harold D. Smith as spe- 
cial agent effective April 15th. He will travel the entire State of 
Ohio in the interests of these two companies. The present terri- 
tories handled by Special Agents Patterson, Evans, Kenney, Haas 
and Maloy will be continued without change. 

Mr. Smith was born in Van Wert, Ohio, and received his edu- 
cation in the schools of that city. He first went into business 
with his father who conducted an electrical sales and construction 
company. During the World War, Mr. Smith served in the army 
for a two-year period and one-half of that time was spent in 
active service overseas. After his discharge, he secured a _ posi- 
tion with the Ohio Inspection Bureau and remained with them 
for six years. He left the Bureau to become a fire special agent 
and, for the iast twelve years, has travelled his native Ohio in 
this capacity. 

Mr. Smith will make his headquarters in the A. I. U. Building, 
Columbus, Ohio. 


GLOBE AND RUTGERS Fire Insurance 
Company, New York, N. Y. 


Additional Preferred Stock Retired 


Stockholders of the Globe & Rutgers Fire Insurance Company 
at the annual meeting held April 25th approved the retirement 
of 1,688 shares first preferred stock and 1,183 shares second pre- 
ferred stock, which was held in the treasury of the company. 
The first preferred stock presently outstanding amounts to 22,770 
shares and the second preferred stock 33,342 shares. No changes 
were made in the outstanding common or junior preferred stocks. 


LUMBER MUTUAL Fire Insurance 
Company, Boston, Mass. 


New Director 
H. J. Pelstring, secretary and assistant manager of the Penn- 


sylvania Lumbermens Mutual Fire Insurance Company, was elected 
to the board of directors of this company on April 21st. 


MARITIME PROVINCES GENERAL Insurance 
Company, Halifax, Nova Scotia 
New Company 

This company has been incorporated under the laws of the 
Dominion of Canada with an authorized capital of $500,000 accord- 
ing to recent reports. The incorporators are given as R. H. Oland, 


H. R. MecCaughin, C. H. G. Stuart, G. C. Macdonald, and A. C. 
Sinclair. 


MILLERS NATIONAL Insurance Company, 
Chicago, Ill. 


General Agency Appointment 


Effective May 10th this company announced the appointment 
of Reed & Company, Denver, as their general agents for Colorado, 
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RHODE ISLAND INSURANCE COMPANY 


INCORPORATED 1905 


MERCHANTS INSURANCE COMPANY 
OF PROVIDENCE 
INCORPORATED 1851 


Byron S. Watson, 


President 


FIRE * AUTOMOBILE * INLAND MARINE 


31 CANAL STREET, PROVIDENCE, R. I. 








These companies are built on the best practices of Insurance 
and the fine traditions which are typical of New England. 























Wyoming and New Mexico. Reed & Company replace W. B. 
McCullough, Inc., who formerly acted as General Agents of the 
company in this territory. 

The personnel of this new general agency consists of A. J. 
Reed, Jr., who recently resigned as State agent for the Merchants 
of Denver, P. J. Ferretti, formerly of the Gardner Agency, 
Denver, and John J. Sullivan, head of Sullivan & Company, in- 
vestment bankers. 


NATIONAL Fire Group, 
Hartford, Conn. 


Addition to N. Y. Department 


General Agent H. M. Zweig announced late last month that the 
National Fire Insurance Company of Hartford had appointed 
Edward R. Hindley as General Agent to be associated with him 
in the supervision of the National Fire Group’s New York Broker- 
age. and Service Department at 85 John Street. The National 
Fire Group is composed of the National Fire Insurance Company 
of Hartford, Mechanics and Traders Insurance Company, Frank- 
lin National Insurance Company of New York, and Transconti- 
nental Insurance Company. 

Mr. Hindley joined the National Fire Insurance Company of 
Hartford on October 1, 1923 in its Improved Risks Department. 
On November 20, 1924, he was assigned to the Pittsburgh office 
as Special Agent and on August 15, 1931, he was made State 
Agent and given charge of the Western Pennsylvania territory. 


WESTERN DEPARTMENT ADVANCEMENT 


Following the voluntary retirement of Dean H. Dresser, Assis- 
tant Manager of the Western Department of the National Fire 
Group, Edwin H. Forkel, who has been Agency Superintendent, 
was appointed an Assistant Manager. 

Mr. Forkel is a native of Chicago where he attended the Oak 
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Park public schools and the University of Chicago. After leaving 
school, he was employed by the Royal as a clerk in the fall of 
1924. In December of the following year he joined the Trans- 
continental Insurance Company as Examiner and later was ap- 
pointed Special Agent. In January, 1929, he was appointed As- 
sistant Superintendent of the Automobile and Inland Marine De- 
partment of the National Fire Group. On October 1, 1936, he was 
made Agency Superintendent. 


NATIONAL LIBERTY Insurance Company 
of America, New York, N. Y. 


Examination Report 


The examination report, conducted by the New York Insur- 
ance Department, into the condition and affairs of the National 
Liberty Insurance Company of America as of December 31, 1936, 
was recently released for publication. 

The report reveals profitable operations from January 1, 1932, 
to December 31, 1936, on the form adopted by the National Asso- 
ciation of Insurance Commissioners. During this period under- 
writing produced aggregate gains of $2,706,043, and gains from 
non-admitted assets of $721,505, making the total ‘gain from 
underwriting and non-admitted assets, $3,427,548. Gains from 
investments over the same period were $4,102,951, of which 
$3,236,555 represented interest and dividends earned as compared 
with dividend payments to stockholders of $2,699,837. Surplus on 
December 31, 1936, of $11,263,618, represented a gain of $4,845,843 
since the close of 1931. 

Excerpts from the report of examination appear hereafter: 


HISTORY 


The National Liberty Insurance Company of America was in- 
corporated in 1859 under the laws of the State of New York as 
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Insurance NEWS plus Gen- 
eral business news . . . have attracted 
as readers of the Chicago Journal of 
Commerce two types of prospects for 
your service—Men who sell your con- 
tracts and men who are able to buy 
your service—Men in whom your field 
men have a wholesome interest. 


Chicago Journal of Commerce is 
the only daily newspaper in the Cen- 
tral West offering you this healthy 
combination as a background for your 

advertising copy. 
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NATIONAL LIBERTY Ins. Co. of America—Continued 


the Germania Fire Insurance Company. The present title of the 
company was adopted in 1918. The company is authorized to 
transact the business of fire and marine insurance as prescribed 
in Sections 110 and 150 of the Insurance Law of the State of 
New York. 

The changes in the company’s capital structure from incorpora- 


tion to the date of this examination, December 31, 1936, are as 
follows: 





Cash Stock Transferred 
Year Subscriptions Dividends to Surplus Capital 
a Pe 9. «esaehee 8 (eedadbus $200,000.00 
a De) Sasgenee ” . aemeewer 500,000.00 
SP acees ss DR i.) eubiewes  ehncmnes 1,000,000.00 
Di dseakeie \ _bensmnie 500,000.00 =... .. ee 1,500,000.00 
DE bkehetes, luatuebadke ee = =—S—=s ps wtcccee 2,000,000.00 
Tc andines 500,000.00 7,500,000.00 ........ 10,000,000.00 
DUVEGie » sshdiieeh-< -cobsasnen 6,000,000.00  4,000,000.00 
ME. dndnd ave ¥ 
WOCRe 2... $1,500,000.00 $8,500,000.00 $6,000,000.00 


During the period from 1923 to 1928 the management and con- 
trol of the company were held by interests which at that time 
were identified with the Manufacturers Trust Company. 


In 1925 these interests acquired control of The Baltimore 
American Insurance Company of New York and the Peoples 
National Fire Insurance Company of Delaware. The three com- 
panies operated under a mutual participation reinsurance agree- 
ment as the “National Liberty Group” until December 1931, when 
the Peoples National Fire Insurance Company was merged into 
The Baltimore American Insurance Company of New York. 


Since October, 1928 the underwriting operations have been 
directed by the same management as The Home Insurance Com- 
pany, of New York, group of companies. In April 1930 the Home 


4 








Fire Security Corporation obtained financial control of the com- 
pany. The Home Fire Security Corporation sold its stock in- 
terest in the National Liberty Insurance Company of America 
to The Home Insurance Company on May 10, 1935. The latter 
company on December 31, 1936 owned 970,000 shares of the 2,000,- 
000 outstanding shares of capital stock of the National Liberty 
Insurance Company of America. 


MANAGEMENT 


The corporate powers of the company are exercised through 
a Board of Directors and by such officers and agents as they may 
elect or appoint and from time to time empower. The Board of 
Directors consists of fifteen members elected by the stockholders 
at their annual meeting held on the last Tuesday in December in 
each year. Vacancies in the Board of Directors occurring be- 
tween meetings of the stockholders, may be filled by the Board 
for the unexpired portion of the term. Regular quarterly meet- 
ings of the Board are held on the first Monday of January, 
April, July and October. Five members of the Board constitute 
a quorum for the transaction of business. 


The Board of Directors at its first regular meeting, succeeding 
the annual stockholders’ meeting, elects the officers of the com- 
pany and an Executive Committee consisting of four directors. 


The Executive Committee is vested with all the powers of the 
Board of Directors in the management of the business and affairs 
of the company during the intervals between the meetings of 
the Board of Directors. The Board of Directors may also direct 
or delegate specific powers to the Committee. The Committee is 
empowered to invest the funds of the company and to pass on 
all questions with regard to financial matters. Meetings are held 
on the first Monday in each month. A majority of the members 
constitute a quorum. The Executive Committee is authorized to 
accept the resignation of any officer, director or Executive Com- 
mitteeman. Minutes are kept and all proceedings are reported 
to the Board of Directors at its next regular meeting. 


The following were the Board of Directors, the Executive Com- 
mittee and the officers, as constituted on December 31, 1936: 


BOARD OF DIRECTORS 


Sumner Ballard, Edwin A. Bayles, Walter F. Beyer, Frank E. 
Burke, Lewis L. Clarke, John A. Forrestel, Herbert P. Howell, 
Wilfred Kurth, Charles G. Meyer, Robert B. Meyer, David H. 
Moore, Charles D. Ross, Harold V. Smith, Richard F. Van Vran- 
ken and Henry C. Von Elm. 


CXECUTIVE COMMITTEE 


Herbert P. Howell, Wilfred Kurth, Charles G. Meyer and Henry 
Cc. Von Elm. 


OFFICERS 


President, Wilfred Kurth; Vice-Presidents and Secretaries, Wal- 
ter F. Beyer, Ivan Escott, John A. Forrestel, Harold V. Smith and 
Richard F. Van Vranken; Secretary, Harry H. Schulte; Assistant 
Secretaries, David H. Moore and Willard R. Van Nostrand. 

Lewis L. Clarke elected as a director on December 29, 1936 did 
not own at that time the $500.00 par value of capital stock re- 
quired for qualification as a director as provided by the New 
York Insurance Law and the charter of the company. Sufficient 
stock was purchased in February 1937 to correct the deficiency. 


FIELD AND SCOPE OF OPERATIONS 


The Home Office of the company is located at No. 59 Maiden 
Lane, New York, N. Y. 


Branch offices are maintained as follows: 
Branch, Location, Manager. 

Uptown, New York, N. Y., 31 E. 42nd Street. New York, N. Y. 
—Harry W. Seller. 


Continued on page 46 
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| The French Union and 
Universal Insurance Company 


PARIS, FRANCE 


UNITED STATES BRANCH STATEMENT 
as of 


DECEMBER 31, 1937 


| 

| 

| ASSETS 
| *United States Government Bonds. : : ; ‘ : . $ 620,829.00 

| 

} 

| 

| 

| 


*Railroad Bonds : . i , ‘ : ; ‘ ' . 271,130.00 
*Public Utility Bonds . ° . “eee wey a” eee a 117,894.00 | 
*Miscellaneous Bonds . F ‘ : : . , : 79,155.00 | 


Stocks, Common . ; J ° 4 : : ‘ : . 251,092.00 

| Stocks, Preferred . P ‘ ‘ ‘ Pe ; ; ‘ 52,100.00 | 
Due by Ceding Companies wae 2 oe ; , te 2% 5,941.38 
Accrued Interest . : R ‘ i M : » ‘ 10,461.04 | 


Cash in Bank . ‘ ‘ ‘ : . ‘ , - , ; 24,192.25 ] 
Total Admitted Assets . ‘ 4 P ; ‘ ‘ . $1,432,794.67 


* Amortized Basis. | 


LIABILITIES | 


Reserve for Unearned Premiums . P y ; P , - $ 489,490.21 
Reserve for Outstanding Losses . ° ‘ : , . . ° 72,340.21 ! 
Reserve for All Other Liabilities . ‘ ’ ; 30,881.30 ] 
Reserve for Contingencies representing difference between total values 
| carried in assets for all bonds and stocks owned and total values 
i based on Dec. 31, 1937 market quotations . . «© «© « 43,566.25 


H Total Liabilities . : ‘ : ‘ ‘ ‘ . ‘ - $ 636,277.97 | 
i Deposit Capital ‘ ‘ ; ‘ ‘ 4 . $200,000.00 | 








Surplus over all liabilities . pom a .- 596,516.70 
Surplus as regards policyholders. ne ce ee eee 796,516.70 





ieee ee oe te ae ee i 
=—=S=S=———— 





SOUND — SUBSTANTIAL — CONSERVATIVE } 





iH Securities carried at $301,985.00 in the above statement are deposited as required by law. \| 


| FESTER, FOTHERGILL & HARTUNG | 
i United States Managers | 
H 90 John Street, New York | 


REINSURANCE—FIRE AND ALLIED LINES | 





MAY 20, 1938 








APPLETON & COX, INC., 
ATTORNEY 


11! JOHN STREET 
NEW YORK 


Marine and Inland Insurance 


REPRESENTING 


Westchester Fire Insurance Company 
United States Fire Insurance Company 
The Tokio Marine and Fire Insurance Company, Ltd. 
The North River Insurance Company 
Empire State Insurance Company 
Royal Exchange Assurance 
Agricultural Insurance Company 
Western Assurance Company 
The Indemnity Marine Assurance Company, Ltd. 
Seaboard Fire & Marine Insurance Company 
The Century Insurance Company Limited 
The Pacific Coast Fire Insurance Company 


AGGREGATE ADMITTED ASSETS, 
OVER $150,000,000 


Losses settled promptly in all principal 
cities of the world 








NATIONAL LIBERTY Ins. Co. of America—Continued 

Brooklyn, N. Y., 188 Montague Street—M. J. Zaengle. 

Camden, N. J., 103 N. 7th Street—John Glendening. 

Cleveland, Ohio, Leader Building—Fred A. Dickerson. 

Cook County, 175 W. Jackson Blvd., Chicago, Ill.—Carl Koch. 

Cuban, Obispo 36 (Bajos), Havana, Cuba—Enrique Perez Cofino. 

Farm Dept., 309 W. Jackson Blvd., Chicago, I1l.—Frank H. Cornell, 

Newark, N. J., 53 Clinton Street—John J. Mallon. 

Pacific, 341 Montgomery St., San Francisco, Calif.—Clinton D. 
Lasher. 

Philadelphia, Pa., 421 Walnut Street—John Glendening. 

St. Paul, Minn., 360 Robert Street—Henry Martin. 

Western Pennsylvania, Grant Building, Pittsburgh, Pa.—John 
Weinman. 


General agencies are located as follows: 


Territory, Location, General Agent. 
California and Oregon, San Francisco, Calif—Chapman & Com- 
pany. 
Louisiana, New Orleans, La.—Black, Rodgers & Co., Ltd. 
Luzerne County, Wilkes-Barre, Pa.—Fred Theis & Son. 
New Mexico, Phoenix, Arizona—Southwestern Fire Ins. Co. 
Oregon and Washington, Portland, Oregon—Lamping and Com- 
pany. : 
j 
Canada: 


Alberta, Edmonton, Alb.—Administration & Trust Co. 

British Columbia, Vancouver, B. C.—Boultbee, Sweet & Co., Ltd. 

Manitoba and Western Ontario, Winnipeg, Man.—Black & Arm- 
strong, Ltd. 


Quebee, Montreal, Que.—National Agencies Co., Ltd. 
Saskatchewan, Saskatoon, Sask.—Butler, Byer Bros., Ltd. 
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The underwriting operations, with the exception of the Farm 
Department located at Chicago, Ill., are completely controlled 
through the Home Office. The company operates branch offices, 
independently or in conjunction with affiliated companies, in 
charge of salaried employees. The branches report in detail to 
the Home Office, submitting a monthly account current, sup- 
ported by copies of dailies, premium bordereaux and all vouchers, 
The Farm Department acts as an independent underwriting unit, 
under general supervision of the Home Office, furnishing only a 
monthly account current with the necessary statistical and lia- 
bility data. All reinsurance, with the exception of specific agency 
reinsurance, is placed through the Home Office. 


The company shares the offices and is under the same general 
management as The Home Insurance Company and the affiliated 
companies listed below: 


The Baltimore American Insurance Company of New York. 

The Carolina Insurance Company, North Carolina. 

City of New York Insurance Company, New York. 

The Franklin Fire Insurance Company of Philadelphia, Penn- 
sylvania. 

Georgia Home Insurance Company, Georgia. 

The Gibraltar Fire & Marine Insurance Company, New York. 

The Halifax Fire Insurance Company, Nova Scotia (United 
States Branch.) 

The Homestead Fire Insurance Company, Maryland. 

The New Brunswick Fire Insurance Company, New Jersey. 

The Paul Revere Fire Insurance Company, New York. 

The Home Indemnity Company, New York. 


The National Liberty Insurance Company of America and The 
Baltimore Insurance Company of New York have a mutual re- 
insurance arrangement whereby each company participates in 
the net writings of the other at certain specified percentages. 
Losses, loss adjustment expenses, commissions and all under- 
writing overhead expenses and taxes except Federal taxes, are 
pro-rated on the same basis. 


Certain specific hazards are reinsured 100% in The Home Insur- 
ance Company, the latter company retroceding to the “National 
Liberty” a specified percentage of the combined writings of the 
“Home Insurarice” fleet on these specific hazards. 


The National Liberty Insurance Company of America cedes to 
and assumes from The Home Insurance Company a considerable 
volume of facultative reinsurance. 


Practically all classes of hazards enumerated in Sections 110 
and 150 of the Insurance Law are written directly or by way of 
reinsurance. The company is a member of the American Marine 
Insurance Syndicate. 


Combination automobile policies are issued in conjunction with 
The Home Indemnity Company, New York. The policies are issued 
severally and not jointly, and each company is liable only for 
the coverages which it is authorized to write as specifically 
enumerated in its section of the policy. 


In addition to its regular policies the company issues the fol- 
lowing underwriters policies: 


Washington Underwriters (Countrywide). 
Baltimore Underwriting Department (In California). 
Crescent City Underwriters (In Louisiana). 


The company is licensed in all states of the United States, the 
District of Columbia, Territory of Hawaii and the following 
provinces of the Dominion of Canada: Alberta, British Columbia, 
Manitoba, Ontario, Quebec and Saskatchewan. All licenses were 
examined in the Head Office and appeared to be in order. 


The company withdrew from the Republic of Cuba in the 
latter part of the year 1936. All policies remaining in force were 
cancelled on January 1, 1937. 
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I. FINANCIAL STATEMENT 


The following statement shows the financial condition of the company on December 31, 1936: 








Ledger Non-Ledger Non-Admitted Admitted 
Assets Assets Assets Assets Assets 
GD iis docu Hie etabasceweentbedssveessis ee. 2 ON pears 4 & cas $25,000.00 
i SS +c ccdedeesdiveseesdedceesobesse ch ee oe er ee’ © pe ae 36,400.00 
BOD 9.0:06'0600.0000 00h eebeacndecssocstastoeses 5,159,656.51 ee °....\ \Sebwewee 5,163,014.24 
PED vile Utiveded oun dbues00n6d0sd0soes efsuewde 12,815,849.81 eee = Ci(iC(s!:té«~“ Ss ees 15,715,446.00 
SS CN GEIOD bi on 0 Feb 00 ns SiewRpesscdscuswesed Dee. SS eee Wi 1,525.00 
Se BR DRS boc ceccdcecctincddccvcceceseses 1,020,469.06 3,324.22 $7,494.79 1,016,298.49 
PE DAPMIIES . s 000' he cvcdsicedsaccodéocovee 1,037,580.34 188,389.16 257,942.83 968,026.67 
Pees DODUIVIES nis ccc ns icsoccicdssovcscvcsccss ——.  - .,Ct«‘<‘ k 1,647.74 112.56 
Advances to associated company ............ ee. ee eee ey 
Advances to special agents .............+0005 ee) 0CC—“‘(‘(‘(<ié‘ié«<C Oh eee 19,935.06 oeeeners 
Reserve for unpaid checks .............+s0+- es ee ee ee fe (8,148.90) 
Reinsurance recoverable on paid losses .... = = == wwaeeves a -  lt«é( ee le 81,058.51 
MENU GORGE Sc icccccbeceesshecicoeseseecoe 8 +«+j= ~~ eb0s% ee eee. Oe 6 kee 115,681.00 
Accrued interest on mortgage loans .....--. «ww uweeee ee eet 702.00 
Mrereee GRGNE ON DORE sckcecesecescscssts  j©~ ' “ wdbeosde i ee ore 54,181.00 
SND sivteivc cteniniesnsiechbadeseasiadadee $20,118,295.68 $3,346,289.81 $295,288.92 $23,169,296.57 
LIABILITIES MORTGAGE LOANS ON REAL ESTATE 
ee SE, DI... cp ivesdstskkdsgwee ctseseacswunwcus $760,268.00 The mortgage loans on real estate are listed in detail in 
Loss adjustment expenses ...... PE LE ee ay ee 57,959.00 Schedule “B” attached. There were four loans, amounting to 
Unearned premium reserve ..........cceeeeesseeces 6,568,988.00 $36,400.00, located as follows: 
IIRY CN gat ec pha cun aby eek GaSe 23,140.06 
WEROs GUS OF GECTMGR: 2... cscrccccccreccevcescess 342,486.81 No. of 
Contingent commissions and other charges due or Loans’ State Amount 
CIE. vediakscuecknsdéicndubaen ss arasscvess wines 39,069.33 3 ET MEE Sind iss btn chur bes a Ace1 0s 40q0chkenated $33,500.00 
Unpaid reinsurance balances .............++eeeeeee 63,405.53 1 SUEUR 9 db 20 Ue Gv thcdusguecesactas és<saeseuthee 2,900.00 
Contingent bank stock liability ............++++.. 50,000.00 - ——————— 
Dividends declared and unpaid ............+eee0% 361.35 4 $36,400.00 
SRE TAINS. « 050:5:6.breetirsesecccsecudnsewmoesnes $7,905,678.08 The legal documents and other papers in connection with the 
ee pace eT SE SS SNES $4,000,000.00 foregoing mortgages were examined in the office of the company 
a ree. en ner 11,263,618.49 during this examination. 
There are no arrears as to interest or taxes and the mortgages 
Surplus to policyholders ............cssesccsesceece 15,263,618.49 | ®ppear amply secured. 
a av Interest accrued on the loans, amounting to $702.00, has been 
UE scrnncig sabi dierihsstone ki innnonteaees $23,169.296.57 | Allowed as a non-ledger asset. 


ASSETS 


REAL ESTATE 


The real estate owned, on December 31, 1936, consisted of land 
and buildings located in the City of Miami, Florida, particularly 
described in Schedule “A,” attached to this report. The property 
is carried by the company at a book value of $25,000.00. The 
deeds and other documents were examined in the company’s 
office. 

The property was conveyed to the company by warranty deeds 
by the Kenlex Realty Corporation during September 1935. The 
conveyance was in connection with settlement of a “guarantee of 
payment” on mortgage loan made on this property. The mort- 
gage loan was originally made during July 1927 for the amount 
of $150,000.00, which was reduced by installment payments on 
principal of $22,500.00 up to July 1, 1932, leaving a balance of 
$127,500.00. The mortgagor subsequently defaulted as to payment 
of principal and interest. 

The company charged off the balance of loan to unlisted assets 
for the amount of $63,750.00 during 1933 and $63,750.00 during 1934. 

A stipulation of settlement entered into September 4, 1935, dis- 
missing a suit brought by the company against personal guar- 
antors of the mortgage loan, provided for the transfer of title to 
property to the National Liberty and an agreement to pay $43,- 
000.00 in installments. The company up to December 31, 1936 
received $13,000.00 on this account. The balance due of $30,000.00 
is carried by the company in Schedule “X” as an unlisted asset. 

The real estate owned was carried by the company, on Decem- 
ber 31, 1936, at the book value, which value has been allowed in 
the financial statement of this report. 
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BONDS AND STOCKS 


The following summary, by classes of investment, shows the 
securities owned by the company on December 31, 1936, and the 
ratio of Department value of each class to the total: 








BONDS 
Depart- Ratio to Total 
Book mental Departmental 
Value Value Value 
Government: 
United States .......... $2,945,150.34 $2,941,310.65 14.09 
ne ee 67,447.50 49,297.90 24 
PE auukeusshcoheenae 1,428,494.92  1,450,370.90 6.95 
Pebile CtMthes 20s cescecce 402,857.50 406,050.48 1.94 
Industrial and misc. ..... 315,706.25 315,984.31 1.51 
Total Bonds ......... $5,150,656.51 $5,163,014.24 24.73 
STOCKS 
PD. 0.<asandavat cobies $2,854,133.66 $3,446,750.00 16.51 
Public utilities .......... 2,001,814.39 2,190,850.00 10.49 
Banks and trust cos. .... 1,419,663.28 2,024,560.00 9.70 
Industrial and misc.: 
United States .......... 6,369,675.98  7,769,286.00 37.21 
ere 170,562.50 284,000.00 1,36 
Total Stocks ......... $12,815,849.81 $15,715,446.00 75.27 








Total Bonds and Stocks.. $17,975,506.32 $20,878,460.24 100.00 
Continued on next page 
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HOTEL WEBSTER HALL 






























No detail has been over- 
looked in bringing to the 
Webster Hall a newness 
that is both astonishing and 
delightful. From carpets to 
chandeliers - from lobby to 
sun-deck - all is radiance and 
beauty, in the fashion of 1938. Bet- 

ter Facilities; larger rooms, with the 
sensational “Neo-Angle” baths; 

700 ROOMS Air-Conditioning; suites now avail- 
50 able. Virtually a NEW HOTEL, 

2 yet ECONOMY is still the theme. 


RICHARD H NASH. MAWAGING DIRECTOR 


5™ AVE. at DITHRIDGE ST. 


ON HIGHWAYS 22 AND 30 


vore. in PITTSBURGH 


~with a SWIMMING POOL.... 








NATIONAL LIBERTY Ins. Co. of America—Continued 


Schedule “C” attached to this report shows in detail the descrip- 
tion, book, par and Departmental values of the bonds and stocks 
owned on December 31, 1936. 

The following were the bonds on deposit with states and foreign 
countries on December 31, 1936: 








Depart- 
State or Par mental 
Country Description Value Value 
Georgia U. S. Treasury, 2%, 1960 
Ob, SD bse cssncccee $25,000.00 $25,243.75 
New York U. S. Treasury, 2%, 1960 
CE cuticwenaoweee 5,000.00 5,048.75 
N. Carolina U. S. Treasury, 2%, 1960 25,000.00 25,243.75 
Virginia U. S. Treasury, 2%, 1960 60,000.00 60,375.00 
Canada U. S. Treasury, 2%, 1960 405,000.00 408,948.75 
Cuba: U. S. Treasury, 2%, 1960 10,000.00 10,097.50 
Republic of Cuba, 54%, 
a 50,000.00 30,000.00 
Republic of Cuba, 54%, 
SR Leuk. 3 a5 Wciedseiy bebe + 25,000.00 19,297.90 
ee err ° $605,000.00 $584,255.40 


Certificates were obtained from the various state and govern- 
ment officials verifying the deposits. ‘The $10,000.00 par value of 
U. S. Treasury bonds, 2%%, 1960 op. 1955, indicated above as 
being deposited in the Republic of Cuba, were held by the Havana 
Branch of The National City Bank of New York for the account 
of the company in connection with its withdrawal from that 
country. Certificate was obtained from The National City Bank 
of New York verifying this item of deposit. The National City 
Bank of New York has been vested with authority to withdraw 
the remainder of the deposit. 

The $5,000.00 on deposit with the State of New York originally 
formed part of a special reserve fund deposit of $500,000.00 main- 
tained under Sections 130, 131 and 132 of the New York Insurance 
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Law. The company by resolution of its Board of Directors on 
October 1, 1919 discontinued its operations under these sections. 
All of the policies issued thereunder have expired and there are 
no outstanding losses on policies issued under the provisions of 
these sections. 

The securities, with the exception of those on deposit, were 
either examined on January 7, 1927 in the vaults of the Empire 
Safe Deposit Company, at No. 120 Broadway, New York, N. Y., or 
were accounted for through the cash and security records of the 
company. 

Access to the safe deposit boxes, in the name of the company, 
in the vaults of the Empire Safe Deposit Company may be had 
by any two officers jointly, listed under Group I or by any officer 
under Group I when accompanied by any person under Group II: 

Group I—Wilfred Kurth, Walter F. Beyer, Ivan Escott, Harry 
H. Schulte, Harold V. Smith, Richard F. Van Vranken, 

Group II—John A. Forrestel, B. V. H. Lohman. 

For the purpose of this report securities owned, with the ex- 
ception of the Montrem Corporation, have been valued in ac- 
cordance with the method of valuation of securities adopted by 
the National Association of Insurance Commissioners, as set forth 
in the resolution of June 8, 1936, as follows: bonds subject to 
amortization at the amortized value as at December 31, 1936; 
securities not subject to amortization at the quotations shown in 
the Book of Valuations of Securities as of December 31, 1936. The 
capital stock of the Montrem Corporation was valued on the basis 
of the net worth of the corporation, as determined by an exami- 
nation made of its financial condition as of December 31, 1936. 
The Montrem Corporation is a wholly owned real estate holding 
subsidiary of the National Liberty Insurance Company of America 
and a report on its affairs and condition, as of December 31, 1936, 
is attached to this report as Exhibit “A.” 

The excess of Departmental values of bonds and stvocks over 
book values, amounting to $3,357.73 and $2,899,596.19 respectively, 
has been allowed in non-ledger assets. 

With the exception of holdings of United States Government 
bonds, the largest holdings of securities owned on December 31, 
1936, consisted of the three stocks listed below. The “Ratio to 
Total” represents the ratio of the individual Departmental values 
to the total Departmental values of all securities owned. 


Depart- Ratio 





No. of Book mental to 
Shares Description Value Value Total 
26,000 Manufacturers Trust Co., 
. dbaskadeedas $896,999.99  $1,430,000.00 6.85 
14,114 Montrem Corporation ... 1,411,400.00 1,227,696.00 5.88 
4,300 Norfolk & Western Rwy. 
Ss GI cc cccccvcs 891,743.50 1,152,400.00 5.52 
WE be secdboacuceks $3,200,143.49 $3,810,096.00 18.25 


The stock of the Manufacturers Trust Company was acquired 
by the former management of the company. During the year 
1935, the book value of the stock was decreased by adjustment 
by the amount of $1,701,898.09. The company sold 6400 shares of 
this stock during February 1937. 

Accrued interest on bonds not in default on December 31, 1936, 
amounting to*$54,181.00, has been allowed as a non-ledger asset. 


CASH IN OFFICE 


The cash in office on December 31, 1936 consisted of imprest 
funds in the following offices: 


Home Office, New York, N. Y. ...... $1,000.00 
Breckiye, New Tork ....ccccccccervces 125.00 
Uptown Branch, New York, N. Y. .. 50.00 
GANS scsecntacceccwscderssen tes 200.00 
Pittsburgh, Pa. ......«0 jb wcckveeeres 150.00 

EE etewekates eadeteraattiwerss $1,525.00 


The cash in the Home Office and the Brooklyn and Uptown 
branches was counted during this examination. The funds in the 
Chicago and Pittsburgh branch offices were ascertained from 
statements obtained from the branch managers. 

The company in its 1936 annual statement reported only the 
eash in the Home Office and included the remainder with agents’ 
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NEW HAMPSHIRE 
FIRE INSURANCE CO. 


MANCHESTER, N. H. 
Capital — $3,000,000 


GRANITE STATE 


FIRE INSURANCE CO. 
PORTSMOUTH, N. H. 
Capital — $1,000,000 


STATEMENT—DECEMBER 31, 1937 
SIG.BOGA44.73 2.0... .. ccc cece ccc ees ABBETS ........ccccccccceeee. SASSER BO7A 


5,375,979.72; ............ LIABILITIES, Except Capital ............. 
11,430,465.01 ............ POLICYHOLDERS’ SURPLUS ............. 


1,490,430.90 
2,767,876.51 


*Valuations on basis approved by National Convention of Insurance Commissioners. 
Securities carried at $433,685.67 in the above statement are deposited as required by law. 





Classification of Assets of New Hampshire Fire Insurance Co. and Subsidiary, illustrated in percentages of the 
various subdivisions of their holdings. 


Real Estate 2.4 


U. S. Government Securities 
Other Public Bonds 
Corporation Bonds 


Total Bonds 
Preferred Stocks 
Common Stock 


Total Stock 


Agents’ Balances 


Interest and Accounts Receivable 














and company balances. These items should be reported correctly 
in the future. 

The remaining branch offices other than those listed above 
maintain petty cash accounts in the name of the Home Insurance 
Company or The Franklin Fire Insurance Company. All petty 
cash funds are maintained for the joint use of the companies in 
the branch offices. 


CASH IN BANKS 


The following is an analysis of the cash in bank as carried in 
the financial statement of this report: 


Cash in the name of company: 
Balances in banks as reported by company........ $1,012,821.70 


Error in overstating balance in bank .............- 11,222.51 
$1,001,599.19 

Balances in banks included by company in agents’ 
ND ern d560s 5boh0.4ndss veut bees Ckebetee tees 11,375.08 
Total cash in name of company .........-+++++++ $1,012,974.27 

Cash not in name of company included in agents’ 
RROD: 5.5 bans Sct inc ideewid Wieteadwisscdseeemen bes 7,494.79 
Total cash in Ledger Assets ..........-0e-eeeee0: $1,020,469.06 

Cash in name of company not included among com- 
POMS QHOCEE 2 vc viccesccses pis ewn Eves Deéreboene pes 3,324.22 
in Na sens wa dnss caddens 8sh5 sake desdaves «++ $1,023,793.28 
Less: Cash not in name of company ........--.++++++ 7,494.79 
Cash in banks allowed as admitted asset........ $1,016,298.49 


Certificates were obtained from the various depositories and 
the balances shown thereon reconciled to the records in the Home 
Office, Brooklyn, Uptown and Philadelphia offices. Detailed recon- 
ciliations were obtained from the managers of the other branches. 

The cash in banks and trust companies consisted of accounts 
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in the name of the National Liberty Insurance Company of Amer- 
ica and accounts under other designations. The cash in banks 
in the name of the company is listed in detail in Schedule “D,” 
attached to this report. 

The company during the first eleven months of 1936 included 
with agents’ balances the balance maintained by the Cook County 
Department in the First National Bank of Chicago. In endeavor- 
ing to transfer this bank account from agents’ balances, at the 
end of the year, the company by journal entry reduced agents’ 
balances and increased cash in banks by the amount of $13,401.71. 
This amount represented the bank balance as reported by bank 
in its certificate, instead of the cash in bank as shown by the 
company’s books. The actual cash in bank according to the 
branch’s records was $2,179.20, which has been substituted for 
the company’s figure. The difference of $11,222.51 has been trans- 
ferred to agents’ balances in this report. 

Branch office bank accounts in the name of the company, ex- 
cluding the above Cook County balance, were ascertained to 
amount to $11,375.08, representing deposits in nine banks. This 
sum, which was included in agents’ balances in the company’s 
annual statement, has been included with cash in banks in this 
report. 

It was found that there were two bank accounts totaling $3,- 
324.22 which were not entéred in the cash records or included in 
the assets of the company. These items have been allowed as a 
non-ledger asset in the foregoing financial statement. 

The branch office bank accounts, included above, although main- 
tained in the name of the National Liberty Insurance Company 
of America are employed for the joint use of all the companies 
in the branch offices. Collections of all of the companies in the 
branch offices are deposited therein. Cash transfers are made 
to the Head Office of each company out of the joint funds irre- 
spective of whether the individual company’s collections are 
sufficient to justify the transmittal of such amounts. This feature 
is fully discussed under “Agents’ and Company Balances” and 
“Advances to Associated Company.” 

Similarly, collections of the National Liberty Insurance Com- 
pany of America are deposited in the branch office bank accounts 

Continued on next page 
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NATIONAL LIBERTY Ins. Co. of America—Continued 
of The Home Insurance Company and The Franklin Fire Insur- 
ance Company and in other accounts under various designations, 
as follows: 


Amt. Due 
National] 
Liberty 
Philadelphia Service Department: 
The Franklin Fire Insurance Co., Service Depart- 
ment account, Philadelphia National Bank, Phila- 
SWE o5s.0 0s cndsésce Ger eavns0ss6ebcbeanse bale $3,934.06 


Farm Department, Chicego, IIl.: 
F. H. Cornell, Manager, Farm Dept., Continental 
Illinois National Bank and Trust Company, Chi- 
Sy, SEY. SCC eObRs aber Nabeensebuateiccoceetotcoseccee 417.72 
Pacific Coast Department: 
Home Insurance Company, various bank accounts, 


I EN os cok bbbccd.ddeceseecdeseese 2,110.05 
Charles I, Magill, Manager, Special Account, Pa- 
cific National Bank of San Francisco, Calif. ..... 845.57 
Home Insurance Company, N. Y., Franklin Fire 
Insurance Company, Pacific Marine Department, 
Canadian Dollar Savings Account, Bank of Amer- 
Pig WE PI, CIEE, cove cc cccsceccccccseces 187.39 
PE: Di itid tombs ekedesagesieheresteteshenes $7,494.79 


No effort is made on the records of the branches to segregate 
each company’s receipts and disbursements. The balances of the 
National Liberty above represent the differences between the un- 
collected premium balances, as determined by this examination, 
and the company’s control accounts. The cash in banks not in 
the name of the company, amounting to $7,494.79, has been de- 
ducted as an asset not admitted in accordance with Departmental 
practice. 
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The managers of the branch offices place accommodation busi- 
ness for their agents with agencies of other companies. The 
premiums are collected and either deposited in a separate bank 
account in the name of the National Liberty or commingled with 
regular company funds. A liability is carried for the funds col- 
lected and due to other companies. 

As this accommodation business is not National Liberty busi- 
ness, the collections on account thereof should be entirely sepa- 
rated in every way from the company accounts and deposited in 
bank accounts in which the National Liberty has no direct or 
indirect connection or responsibility. 

The cash records of the Home Office and the branches should 
be maintained so that all of the National Liberty’s cash in bank 
can be definitely ascertained and accounted for. The cash in 
banks should be kept in the name of the company, or if main- 
tained in joint accounts, the name of each company should be 
included in the legal title of the account. The cash records of the 
branches should segregate the cash receipts and disbursements so 
as to retain the individual identity of each company in any joint 
funds. The accounting systems of the branches should be modified 
accordingly. 

The company in future statements to this Department should 
report all cash in banks and trust companies in the items and 
schedule provided therefor. 


AGENTS’ BALANCES 


The agents’ and company balances were analyzed in detail in 
the Home Office and the Brooklyn, Newark, Philadelphia and 
Uptown branch offices. Detailed statements were obtained from 
the remaining branch offices, giving the total balances and items 
over three months due. 

The amount of $1,065,807.36 reported by the company in its 1936 
annual statement consisted of the following ledger balances: 


Balances due, per various ledger accounts............ $726,733.43 
Estimated agents’ balances for December 1936 ...... 319,594.20 
Balances on direct business automatically reinsured 
with the Home Insurance Company ..........++++. 32,881.44 
BL .icacarhow nets via thi.cce dined seuddesecaeseeons $1,079,209.07 
Ree Ghee Bm BEE 2c ccccccccccccccccecescvcassccesece 13,401.71 
SY eacknbet abe sy Maer aew eke ssn Sher uesseb dae eas $1,065,807.36 


The agents’ and company balances as determined by this ex- 
amination amounted to $1,037,580.34. The difference of $28,227.02 
represented items included in the balances which were not true 
agents’ and company balances, as follows: 


Cash in bank deducted by company.... $13,401.71 
Cash in banks determined by examina- 

GD cieidcted seteiwatsawecnteneVnnsese 21,049.07 $7,647.36 
RE Be ID oc cnvacuwndoncedepesacccncesensceesedecs 525.00 
Advances to the associated company ................ 8,268.50 
Advances to special agents and branch managers.... 19,935.06 

$36,375.92 
Less: Reserve for unpaid checks ................00005 8,148.90 
EEE bipas dw tbenede ake ndtdasseeectQanderes sender $28,227.02 


The above items have been segregated under their proper cap- 
tions in the financial statement of this report and are discussed 
under appropriate headings. These items were improperly included 
in agents’ balances in the annual statement and should be prop- 
erly segregated and designated in the future. 

The balances over three months due as determined by this 
examination amounted to $257,942.83, which was $71,288.68 in ex- 
cess of the amount of $186,654.15 reported by the company. The 
principal difference was due to the company failing to include 
$43,244.57 of balances over three months due of the branch offices. 
No details of balances in branch offices are available in the Home 
Office and no attempt was made by the company to determine 
these balances. The branch offices are treated as general agencies 
on the books of the company and remittances of cash are made 
on a monthly account current basis. The company ignores the 
true status of the balances as shown by the branches’ records. 
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The remaining differences consisted mainly of $12,157.99 of old 
reinsurance return premium for which no provision was made by 
the company and to the omission of considerable balances over 
three months due in the Home Office Service Department. 

The subsidiary records of the Home Office units and the branch 
offices were checked to the ledger controls. 

During the last two years the bookkeeping procedure in various 
of the company’s branch offices has been changed by combining 
in one composite unit the agency records of all the individual 
companies in each branch office. Since this change involved the 
agency cash, the bank accounts together with other sundry assets 
and liabilities were transferred to the principal company in the 
branch office, viz., the National Liberty Insurance Company of 
America, The Home Insurance Company of New York, N. Y., or 
The Franklin Fire Insurance Company of Philadelphia, Pa. 

The composite assets and liabilities are reported in one trial 
balance. The branches report to the Head Office of each company 
on an account current basis and remit on this basis from the 
commen bank accounts irrespective of whether the individual com- 
pany has made sufficient collections on its own business to justify 
the remittance. This results in advances being made from the 
collections of one company to supply funds for Head Office re- 
mittances of another company. The advances made to The Balti- 
more American Insurance Company of New York are discussed 
under a separate heading. 

Due to all companies’ transactions being intermingled on a 
common record, it requires a lengthy and complicated process 
to analyze an individual company’s uncollected balances. The in- 
dividual company’s business practically loses its identity in the 
Massed accounts and it will be extremely difficult at any future 
time to separate the records for each company. It is recommended, 
that in the branches operating joint records, the system be modi- 
fied in such a manner that the individual agents’ balances of each 
Company could be readily ascertained. 

The company in establishing its agents’ and company balances 
is always one month behind the actual current transactions, i.e.. 
December agents’ accounts are not entered until January of the 
following year. At the end of the year the books are closed with 
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the Nevember accounts. The income, agents’ balances and un- 
earned premium reserves for December are estimated. The report- 
ing of automobile finance business assumed from The Home 
Insurance Company, through participation in the interoffice treaty, 
was considerably delayed. November and December 1936 incep- 
tions were not reported until March and April of 1937. It was 
found that the actual balances for 1936 business subsequently 
placed on the books in 1937 greatly exceeded the company’s esti- 
mates, as follows: 





Company’s 

Estimated Actual 
Balances Balances Difference 
DD denihevcseecenecstans $188,194.20 $276,227.22 $88,033.02 
Ps SEE c.ccehesass “  . etewwelce 4,436.29 4,436.29 
Inland marine ........... er eee 9,156.23 9,156.23 
PTT Tee 131,400.00 218,163.62 86,763.62 
MEE cdthtantdsvsnee $319,594.20 $507,983.36 $188,389.16 


The $188,389.16 excess of actual balances over the company’s 
December estimate has been allowed as a non-ledger asset in the 
foregoing financial statement. The unearned premium reserves 
on this business have been added to the liabilities in this report. 
The company advises that steps will be taken to correct this 
situation and in the future will include on its books the actual 
business for the calendar year. 


BILLS RECEIVABLE 


The bills receivable carried on the books of the company, on 
December 31, 1936, were as follows: 


ee $1,480.41 
GOR database ens deewe detain dessus 279.89 
BOOS Waid dane ORD isa ds caseueeens $1,760.30 


Continued on next page 
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NATIONAL LIBERTY Ins. Co. of America—Continued 


The notes receivable were taken from agents for defaulted 
premium balances. The notes were all past due and have been 
deducted as an asset not admitted. 

The farm notes past due, amounting to $54.76, and the excess 
of the farm notes not past due, over the unearned thereon, amount- 
ing to $112.57, have been deducted as an asset not admitted. 

The following is a recapitulation of the items deducted as not 
admitted assets: 


Notes receivable past due ........... $1,480.41 
Farm notes past due ............++++ 54.76 
Excess of farm notes, not past due 
over unearned thereon ........+.... 112.57 
BOAR cccevces SOS Heenecdeseesee $1,647.74 


In addition to the notes carried as a ledger asset the company 
has installment notes, taken on policies running more than one 
year, of $3,118.92. These notes are payable each year before the 
anniversary date of the policy. The premiums are entered each 
year as though written on yearly policies, which is the customary 
method of recording this type of notes. Deferred commissions on 
such premiums amounted to $640.93. 


ADVANCES TO ASSOCIATED COMPANY 


It was found that the managers of various branch offices found 
it necessary at the end of the year to advance funds from bank 
accounts in the name of the National Liberty Insurance Company 
of America to The Baltimore American Insurance Company of 
New York, in order that remittances could be made to the Home 
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Office to pay all accounts current dating prior to October, 1936. 
The amount of advances unpaid, as of December 31, 1936, was as 
follows: 


Advances 

Branch Office Unpaid 
i , \G. cobs deeeeid te ceekecgsteebeudsendiss cc $3,475.50 
Chicago, Ill. (Service Department) ............+2-++. 1,380.15 
Chicago, Ill. (Cook County Department) ............ 3,312.85 
PORES, OORS: 2 cece civccvese pekes vewsgedss bbs assess 100.00 
Ee a ee ee Se ee er Serer $8,268.50 


The above advances were included by the company in agents’ 
balances, As these advances are not secured by collateral, the 
total has been deducted in this report as a non-admitted asset. 

The practice of advancing funds from one company to another 
in order to clear up Home Office accounis should be discontinued. 
ADVANCES TO SPECIAL AGENTS 

The company each month advances to its field men and branch 
managers funds for salaries and expenses which are carried in 
agents’ balances until vouchers are submitted for the expendi- 
tures made. The company has included these advances in its 
annual statements as agents’ balances under three months due. 

It is not Departmental custom to allow such advances as ad- 
mitted assets, and the amount of these advances as of December 
31, 1936, $19,935.06, has been deducted as a not-admitted asset. 


RESERVE FOR UNPAID CHECKS 


The reserve for unpaid checks, amounting to a credit balance 
of $8,148.90, covers checks issued over a period of many years for 
losses, loss adjustment expenses, dividends, etc., and which have 
not been presented for payment. 

It was impossible to obtain the detail making up the figure as 
many of the checks go back many years and the old records are 
not available. It was therefore not possible to ascertain the prob- 
able reasons why the checks were not presented for payment. 


REINSURANCE RECOVERABLE ON PAID LOSSES 


Reinsurance recoverable on paid losses due from companies 
authorized to transact business in New York State, amounting to 
$81,058.51 as of December 31, 1936, has been allowed as a non- 
ledger asset in the foregoing: financial statement. 

The amounts recoverable were compiled from a statistical tabu- 
lation obtained from the company, which was checked to the loss 
pockets. The amount allowed herein is $28.08 less than the sum 
reported by the company in its annual statement and was due to 
errors in punching statistical cards. 


UNLISTED ASSETS 


Attached to this report as Schedule “EB” is an itemized list of 
the unlisted assets carried by the company in Schedule “X”’ of its 
1936 annual statement. 

The Department in its letter of December 19, 1936 issued to all 
insurance companies and societies under its jurisdiction, included 
the following requirement to be followed in the preparation of 
the 1936 annual statement: 


“Schedule X—Unlisted Assets. Only assets of nominal value 
should appear in this schedule. Any assets already charged off 
which are not practically worthless should be restored to the 
proper accounts in the ledger prior to January 1, 1937 and re- 
ported in the December 31, 1936 statement in the appropriate 
schedules of ledger assets. For any such asset now reported in 
this schedule, full explanation should be furnished as to the 
reasons therefor.” 


The company in Schedule “X” of its 1936 annual statement 
included bonds and stocks having a Departmental value of $115,- 
681.00 as follows: 


Departmental 
Value 
FE POT OTT TOT T CT $15,500.00 
BROGES  ccccccccccseccvesoccece 100,181.00 
DED Seceehndsacumesentots $115,681.00 
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The $115,681.00 has been allowed as a non-ledger asset in the 
financial statement of this report. The company should restore 
these items to the proper ledger accounts in order to comply with 
Departmental requirements. 


The remaining assets detailed in ‘Unlisted Assets’ consist of 
real estate, real estate bonds, stocks of companies’ bureaus and 
associations, notes receivable and deposit in closed bank. These 
assets are of nominal value or practically worthless and no values 
have been assigned or allowed thereon in this report. 


LIABILITIES 
UNPAID LOSSES 


The following is a summary by classes of the outstanding loss 
reserve as of December 31, 1936: 





Gross Reinsurance Net 
rr Sey eee $751,118 $277,650 $473,468 
Ocean marine ............ 32,764 5,794 26,970 
Motor vehicles ........... 276,169 82,792 193,377 
ED 4 c0débensscaes 43 12 31 
Inland marine ........... 49,995 17,045 32.950 
EE  sBb gece wecddcecce 19,817 4,204 15,613 
Sprinkler leakage ........ 16,094 1,229 14,865 
Riot, civil commotion and 

en oer 6,082 3,088 2,994 
ME visa disatne aca eles dee $1,152,082 $391,814 760,268 


The loss records consist of loss pockets and punch card statis- 
tical records. Tabulations are made from the statistical cards of 
the reported, paid, and outstanding losses at the end of each 
month. One series of consecutive loss numbers is used for all 
companies in the “Home Insurance” group. 


For the purposes of this examination tabulations were obtained 
of the outstanding losses as at December 31, 1936 and the paid 
losses for the months of January and February, 1937. An exten- 
sive check was made of the tabulations against the loss pockets. 
Payments were substituted for estimates, as disclosed by the paid 
tabulations. Losses incurred on or prior to December 31, 1936 and 
reported subsequent thereto were determined from the tabulations 
of the company and have been included in the above figures. Due 
to the inter-office reinsurance arrangements an examination was 
made of the loss records of The Baltimore American Insurance 
Company of New York and the Home Insurance Company of New 
York. 


The net outstanding loss reserve as determined for this exami- 
nation, amounting to $760,268.00, represents an increase of $116,- 
654.00 over the amount of $643,614.00 reported by the company in 
its 1936 annual statement. The increase was due principally to an 
increase in the outstanding loss reserve for motor vehicle business 
of $89,656.00. 


The losses reported subsequent to December 31, 1936, incurred 
on or prior thereto, as determined by this examination, were ap- 
proximately $123,000.00 and the savings on outstanding estimates 
were $40,000.00, resulting in an increase of approximately $83,000.00 
over the originally reported outstanding estimates. The company 
established a reserve of $50,000.00 for unreported losses, which was 
found to be an understatement of approximately $33,000.00. 


Net loss adjustment expenses due to The Home Insurance Com- 
pany on paid losses, amounting to $6,659.00, were included by the 
company in the net outstanding loss reserve in the annual state- 
ment. In this report these expenses have been included with the 
estimated amount of loss adjustment expenses unpaid of $51,300.00, 
resulting in a reserve of $57,959.00. The estimated reserve was 
based on the previous experience of the company. The reserve as 
determined for this examination is $7,959.00 over the amount of 
$50,000.00 carried by the company in its 1936 annual statement. 


UNEARNED PREMIUMS 
The following is a recapitulation by classes of the net premiums 


in force and the unearned thereon, as of December 31, 1936, as 
determined for this examination: 


MAY 20, 1938 














Net in Force Unearned 

Fire: 
ED os ddcstoccuausbheec>sveubecns $1,956,248 $978,124 
St ME, dvcagonduwes cache benveniebe 48,518 23,203 
EE 6 o5.c'e da0.0400 ke oon shegne 6,425,763 3,223,978 
SE stp csudeeas Susp ah ehehe ene 50,453 27,387 
PD 6.0.00 0 sesdctwrcesarcedoneese 1,623,879 815,975 
Over five YOAPS .....ccccscccccccccece 41,974 19,324 
Advance premiums ..........-++++++ 7 7 
Eb oc cin de bbb cabeesnvtccnened $10,146,842 $5,087,998 
POPRGUMEE ccc cincseccccseusecséssces . 18,707 16,837 
, OS eee Perry rar: ‘ $10,165,549 $5,104,835 
GRU i ons 0 5:0 0.00 sew ae0s en gnees 21,922 16,361 
I OD occ ccee-sc cen senade Uheee 1,664,403 1,043,915 
MAPthGOAe 2... .ccccscccvccvcvesccesece 14,960 7,932 
DRE BARONS «occ ccccsccdansccéossdsed 63,886 33,337 
Tree. 629,470 310,339 
Sprinkler leakage .........ccesseeeseeee 49,015 24,393 
BisS6 OER GROTERION 2... ccdesessccccces 48,133 27,876 
Dobe AM GRASS 22. cvcesscccccnce ‘ $12,657,338 $6,568,988 


In the previous report on examination the unearned premium 
reserve system was severely criticized. Slight improvement has 
been noted during this examination. However, the reserve as 
established by the company cannot be definitely substantiated. 
Due to a lack of co-ordination between the Accounting Department 
and the Reserve Department it was not possible to establish that 
all premium writings were entered in the reserve. 


The actual in force as shown by the tabulations at the end of 
the year is intended to represent the premiums written up to 
November 30, 1936. To this was added an estimate to take care 
of the December business. It was found that the company’s esti- 
mate was $278,688.80 less than the actual 1936 net premiums 
written, as follows: 


Company’s 





Estimate Actual Difference 
eee $313,657.00 $402,710.51 $89,053.51 
Motor vehicles .......... 219,000.00 389,577.89 170,577.89 
REED acctscaceces 8 8 =§— «ss SRC S 5,948.74 5,948.74 
DE SEED oxcuctetnas: | o0¢en0e% 13,108.66 13,108.66 

MEE. ccbecdssenberens $532,657.00 $811,345.80 $278,688.80 


The excess of the actual premiums over the company’s estimate 
has been included in the in force as determined for this examina- 
tion. A non-ledger asset has been allowed for the excess premiums 
less the commissions thereon as discussed under “Agents and 
company balances.” 

The unearned premium reserve as calculated herein is $200,108.00 


in excess of the amount of $6,368,880.00 carried by the company in 
its 1936 annual statement. The increases by classes are as follows: 





Class Company Report Increase 
DD bdacccecss oP $5,062,379 $5,104,835 $42,456 
OGORM MATING .....cccscve 6,783 16,361 9,578 
Motor Vehicles .......... 900,902 1,043,915 143,013 
SD vive cncecesces 7,932 ee 
Inland marine ........... 28,545 33,337 4,792 
ME sAbecedeteccccece 310,303 310,339 36 
Sprinkler leakage ........ 24,160 24,393 233 
Riot and explosion ...... 27,876 ae.  . aseeseae 

ere $6,368,880 $6,568,988 $200,103 


The principal causes for the increases in the reserve are dis 
cussed herewith. 


The increase in the fire reserve is due to the addition of $89,- 
053.51 in additional premiums in force and to reallocation by terms 
of the actual December 1936 net premiums. 


Continued on next page 
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that there were actually $389,575.00 of 1936 premiums not entered 
on the books until 1937. The omitted premiums dated back to Oc- 


The ocean marine and inland marine reserves as determined by | tober, 1936 and a considerable portion of the company’s participa- 


this examination were computed on the basis of fifty per centum 
of the time business written for the year and one hundred per | 
centum of the unterminated trip business written in the month | 
of December, 1936. The company calculated its trip reserve on the 


basis of the No- 
vember business, 
the last month to 
be entered on the 
books. Certain 
classes of untermi- 
nated trip busi- 
ness omitted by 
the company in 
error in its calcu- 
lations of the re- 
serves have been 
included in the ex- 
aminer’s computa- 
tions. 

The National 
Liberty Insurance 
Company of Amer- 
ica on November 1, 
1936 reinsured. all 
of its automobile 
premiums in force 
as of that date, 
with The Home 
Insurance Com- 
pany and entered 
in an arrangement 
whereby it as- 
sumed a participa- 
tion in the pre- 
miums in_ force 
and all of the 
automobile — busi- 
ness to be written 
by all of the com- 
panies under the 
management of the 
“Home.” 

The major pro- 
portion of the 
automobile pro- 
duction of the 
group is finance 
business derived 
from three sources. 
Automobile finance 
business at pres- 
ent is principally 
written for terms 
of twelve months, 
eighteen months 
and twenty-four 
months. The 
terms over twelve 
months  predomi- 
nate and the tend- 
ency is to write an 
increasing amount 
of the  twenty- 
four month. term. 
The business 
reaches seasonable 
peaks from March 
through July. In- 
creasing fluctua- 
tions have devel- 


oped during the past two years due to the intensifying extension 
of the automobile finance business to include collision coverage, 
resulting in a tremendous increase in total premiums written. The 
company in preparing its reserve considered all premiums written 
for a period over twelve months as two year business and applied 
An estimate of $219,000.00 was included 
1936 for 1936 premiums not 


modified annual fractions. 
in the reserve as of December 31, 
posted on the books of the company during 1936. It was found 
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duction in 1935. 


tion in the December, 1936 premiums was not entered on its books 
until March of 1937. 

The only proper basis of computihg the automobile reserve is by 
monthly terms of expiration applying monthly pro-rata fractions. 


The statistics of 
the company were 
not on a. basis 
whereby an accu- 
rate reserve could 
be obtained but 
sufficient informa- 
tion was developed 
to enable the com- 
putation of what 
is believed to be 
an adequate re- 
serve. The reserve 
as calculated in- 
cludes all writings 
up to and includ- 
ing the month of 
December = 1936. 
The increase in 
the unearned on 
the automobile 
business from 
$900,902.00 to $1,- 
043,915.00, repre- 
sents an increase 
of 15.87% over the 
company’s figures. 

The company 
during this exam- 
ination completely 
reorganized its 
system of tabu- 
lating its auto- 
mobile premiums 
from January, 
1937 and will 
henceforth  deter- 
mine its reserve 
on a monthly 
term of expiration 
basis. Steps have 
been taken to 
eliminate the 
former delay in 
placing the _ busi- 
ness on its books. 

In computing 
the exchange of 
portfolios on No- 
vember 1, 1936 in 
accordance with 
the participation 
agreement the re- 
serves were esti- 
mated on the basis 
of adding to the 
unearned premium 
reserve as deter- 
mined on Decem- 
ber 31, 1935, a 
percentage of the 
increase in pro- 
duction for the 
first ten months of 
1936 over the simi- 
lar months’ pro- 


No actual figures have been developed to deter- 
mine whether this basis was even approximately accurate. 
the portfolios exchanged involved large amounts, the companies 
should determine the actual reserves involved and make the neces- 
sary adjustments in their accounts. 


EXPENSES UNPAID 


Since 


The reserve for unpaid expenses amounting to $23,140.06 was ascer- 
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tained from the vouchers and cash book of the company and repre- 
sents the company’s proportion of the participating expenses pay- 
able. The liability includes the excess of the December, 1936 
expenses shown in the special agents’ and branch managers’ accounts 
over the advances made thereon. 

The liability as determined for this report is $8,140.06 in excess 
of the company’s reserve of $15,000.00 as established for its 1936 
annual statement. 


TAXES DUE OR ACCRUED 
The liability for taxes due or accrued as determined by this 
examination consisted of the following items: 





Federal taxes due and assessed.......... $124,158.10 
State taxes due or accrued ............5+. 218,320.82 
Tax liability for dividends paid to non- 
PUUEGRNE GEORG ccsccccscicvcccsocssveces 7.89 
WE obs oc had wbdncaccacsnnesueccasds $342,486.81 


CONTINGENT COMMISSIONS AND OTHER CHARGES 
DUE OR ACCRUED 

This reserve, amounting to $39,069.33, includes liability for con- 
tingent commissions of $20,131.24 and for countersigning commissions 
of $18,938.09, 

The company does not carry any ledger liability for countersign- 
ing commissions but enters the items on its books when paid. 

No reserve for the above liabilities was included by the company 
in its 1936 annual statement. 


UNPAID REINSURANCE BALANCES 

The company automatically reinsures from inception certain classes 
of hazard, The premiums and offsetting reinsurance premiums 
thereon for each year’s transactions are not posted to the general 
ledger of the company until the close of each year. The collections 
on this account are deposited in separate bank accounts in the 
name of the National Liberty Insurance Company of America. 

As a result of the adjustments made December 31, 1936, there was 
due to The Home Insurance Company unpaid reinsurance balances 
of $63,405.53, for which the following items were included in the 
National Liberty’s ledger assets: 


CASH IN BANKS 








First National Bank of Boston, Havana, Cuba ........ $5,175.13 

The National City Bank of New York, N. Y. .......... 5,147.56 

Royal Bank of Canada, Montreal, Canada ............ 20,201.40 
ee SE SE ED occ tia wsiceasevaiseddsneunen $30,524.09 

SE: NE 5-0 dosent sen wieweds 6000 4ss0008 F5400~8 32,881.44 
TL ava vuipesenes sev ntesedsetendivawededcateces 


$63,405.53 

Instead of including the unpaid reinsurance balances due to The 
Home Insurance Company of New York in the ledger assets as a 
ledger liability, the company enters in the income and disbursements 
of its annual statements each year an adjustment for the increase 
or decrease during the year on account of reinsurance treaties and 
sets up the unpaid reinsurance balances as a non-ledger or state- 
ment liability instead of as a ledger liability. 

Footnotes (a) and (b) on page 4 of the convention form of annual 
statement giving the requirements for the items to be included in 
the ledger assets, read as follows: 

“(a) Agency and home office premiums not over three months due, 
less reinsurance, return premiums, commissions and agents’ 
credit balances, no other items to be included. 

“(b) Agency and home office premiums over three months due, 
less reinsurance, return premiums and commissions. No other 
items to be included.” 

The company should in the future report its unpaid reinsurance 

balances on the basis as called for by the annual statement blank. 


CONTINGENT BANK STOCK LIABILITY 


The company in 1931 owned stock in a bank which subsequently 
was closed and liquidated. A liquidating committee for assenting 
stockholders made an agreement with the liquidators whereby a 
final settlement was made in 1936 for all recorded liabilities. The 
assenting stockholders contributed the funds necessary to consum- 
mate the settlement. The National Liberty refused to join in the 
settlement because it could obtain no impartial authoritative legal 
opinion on the propriety of the various legal phases involved. 
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During 1935 the company in order to provide for any assessment 
for statutory liability, established a contingency reserve of $50,- 
000,09. This reserve from present indications is ample to take care 
of any possible assessment for recorded and unrecorded liabilities. 
A reserve for $50,000.00 for contingent bank stock liability has been 
set up in this report without prejudice to the rights of the parties 
involved. 


DIVIDENDS DECLARED AND UNPAID TO 
STOCKHOLDERS 

The Manufacturers Trust Company ceased to act as transfer agent 
for the stock of the company as of May 1, 1933 and transfers were 
made thereafter at the Home Office. On June 1, 1933 the Manu- 
facturers Trust Company relinquished $777.25 of cash held by the 
bank in a Dividend Account, representing unpaid dividend checks. 
The company credited this amount to the disbursement item of 
commissions. Payments of $415.90 were made on account of the 
unpaid dividends from 1933 to 1936 inclusive and commissions were 
charged therewith. The balance of $361.35 is carried in the financial 
statement of this report as “Dividends declared and unpaid to stock- 
holders.” A ; 

The company should carry the proper reserve for this liability in 
future statements and report charges and credits to the dividend 
account and not to commissions, 


CAPITAL STOCK 

The capital of the compary amounts to $4,000,000.00 consisting of 
2,000,000 shares with a par value of $2.00 per share. The outstand- 
ing shares of stock as verified for this examination consisted of 
the following: 


Two dollars par stock issued ............ 1,999,992 shares 
Scrip outstanding: 
Ten Dollars par 2% shares ........... 4% shares 
Five Dollars par 3% shares ........... 3% shares 
eo ee 2,000,000 shares 


The following changes have been made in the value of the com- 
pany’s shares: 


Continued on next page 
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$50.00 to $10.00 
10.00 to 5.00 
5.00 to 2.00 


(split up) 
(split up) 
(reduction) 


November 1937 
June 1928 
December 1931 


During 1928 capital was increased by a cash subscription of $500,- 
000.00 and a 300% stock dividend of $7,500,000.00. Stockholders’ 
resolutions provided that no stockholder should be entitled to sub- 
scribe for or to have issued to him a fractional part of a share by 
virtue of rights to subscribe and that capital stock not subscribed 
for may be disposed of by the Board of Directors. As a result of 
rights not exercised on the fractional shares there were 113 shares 
of unissued stock. In accordance with authorization by stockholders 
the company sold the 113 unissued shares during August 1936 for 
$1,112.41. 

There were approximately 11,000 stockholders of record December 
31, 1936. The Home Insurance Company on that date owned 970.00. 
shares of the 2,000,000 shares outstanding. 


DIVIDENDS 


During the five years since the last examination the company 
paid the following dividends: 








Paid on 
Year Declared Rate Old Divs. Total 
a $399,975.60 oe $399,975.60 
ee 399,975.70 20% ($777.25) 
40.00 399,238.45 
A a 499,987.90 25% 20.60 500,008.50 
ee 600,000.00 30% 9.30 600,009.30 
ae 800,000.00 40% 346.00 
~ (102.85) 800,243.15 
Totals... $2,699,939.20 $ (464.20) $2,699,475.00 


As explained under the liability item of “Dividends declared and 
unpaid to stockholders” the Manufacturers Trust Company on 
terminating its office as transfer agent on May 1, 1933 paid to 
the company $777.25 representing the unpaid dividends held by the 
bank in a dividend account. Since that date and up to December 
31, 1936 the company has paid $415.90 on old dividend checks pre- 
sented. 

From 1932 to February 1934 inclusive the company did not de- 
clare dividends on the 113 shares of unissued stock or the 8 shares 
of unredeemed scrip. The subsequent dividends from August 1934 
through 1936 were declared on the entire capital stock. This was 
incorrect since the unissued stock and unredeemed scrip were not 
entitled to dividends. When the company sold the 113 shares of 
unissued stock in August 1936, the company corrected its account 
by charging back to cash $102.85 representing the dividends declared 
on the unissued stock and the 8 shares of unredeemed scrip. 


II. INCOME AND DISBURSEMENTS 


The following is a statement of the income and disbursements for 
the twelve months ended December 31, 1936: 





INCOME 
EEE SE OP Re PE eee $11,828,178.48 
Less: ‘ 
EE UOUNID 5 ioc ov cicdeseeevssess $2,267,394.23 
Reinsurance premiums ............... 3,686,071.64 
5,953 ,465.87 
Se I ett hte inh cobe bh< nesses antaceaacdie $5,874,712.61 
Deposit premiums on perpetual risks ......... baseear 3,705.96 
Interest, dividends and rents received: 
PED Secie dete cubesctsgacvesdeetcs $2,228.88 
CT Cetra niretabacdchosbavhenkitneds< 175,339.17 
EE Ais hidhind 64-5600 dee bao es bokeeee 637,098.26 
MiMeeee BOCUTICIES 20 0c ccc ccccvccscecs 6,102.65 
EE EEN adrcdicovcnecscceseccee 144.53 
Bank balances—Branch Offices ....... 402.19 
ST SEY oes cascbeawesecncdooces 5.52 
EE bs COURSED Ede S6 0060044 26s0R ses vee 2,060.00 
— —____ 823,381.20 
56 





Proceeds of sale of 113 shares of company stock on 














account of scrip not subscribed for ................ 1,112.41 
Payment by guarantors under mortgage—Kenlex 
Bemity COPpetAtieM 24é cress vccescccccccccosccocess 5,000.00 
Unclaimed dividends of stockholders .............++. 102.85 
Agents’ balances previously charged off .............. 134.42 
Gross profit on sale of bonds ..........seeeeeeeeeecces 63,939.53 
Gross profit on sale of StOCKS ........c..ceeeecceeceees 249,631.22 
SE CD ons acrid ceatabapectieiicheveseanereets $7,021,720.20 
Ledger Assets—December 31, 1935 ........ceeeeeeceees 19,166,343.09 
MY pads 0060006006 6 4CEDEEA bpewbewess KEEN $26,188,063.29 
DISBURSEMENTS 
I I I icididnd inc 000s eaetedeinedetessdees $3,321,068.09 
Less: 
DN cngnbdnsgpesenseestedunicdiees.s $50,708.51 
PD .5F0.0000s0dcshsencsscaeoe 1,261,750.98 
——————-_ 1,312,459.49 
IE, 55:5 cna cuhiedacaneneoonedasinas eee tecas $2,008, 608.60 
ee I GIN ass 0:0 00s 00ccs ss sswssencee 135,593.68 
Agents’ compensation, including brokerage ........... 1,655,825.24 
BOE BES cet csscvvcscocssdecvsccsceccocesce 10,239.32 
Balaries OF BEG MEM ooo ccccccccscesccececsececseosseves 160,467.76 
NE OE CE OOD bbs waicsecdcrscccrescacdsctersas 188,581.85 
Executive traveling expenses ......ccccccccsesccscccce 1,574.83 
Salaries and fees—Directors, officers, clerks .......... 201,190.90 
inthe ics as cahhis Pease CEbS ANC ese Oee KET e6Tebam 52,543.29 
Perestere GRE TROUTSS 2c cccccccccccccecescccesscccce 1,781.37 
) || PPPPPTPrerrerrrrererrrirrrerrrreriri ieee 240.16 
BRP OCHNRN ORE GUEVETE 6.0.0 cccccccccscccccccdsccescove 126,750.16 
Taxes, licenses and fees: 
State taxes on premiums ............. $133,851.13 
Insurance Department ............+.. 19,835.56 
SENS GEE. co ctcvccccoscssesec 1,652.82 
EE civeeis be 8 55040065564 45000906066 166,776.58 
PIPO TICORTEMOME 2c. ccccvccccccccccee 18,394.90 
UY IEE i:0.tb 0 cen dvsccdccdensccceses 24,948.60 
Transfer and revenue stamps ........ 2,020.84 
367,480.43 
Postage, telegraph and telephone .............6.+e44. 17,722.39 
I EE Cc nce piehedeesdbe heb ee0esaebadceeeoe 20,717.47 
Advertising and subscriptions ..........6..-0eceeeeeee 4,707.29 
Printing and Stationery .....ccccccccccccccccscccccece 33,175.13 
Interest on Federal income tax deficiency ............ 2,469.37 
Deposit premiums returned on perpetual risks ........ 200.00 
Deposit premiums reinsured on perpetual risks ....... 878.51 
Aeomty’ balances Charged OF 2... vcsccccccccccsccccccce 29,393.21 
Real estate repairs and expenses .........-.e.eeeeeeee 612.67 
ee BD nnn ccceterGesdstmesenoosoccssneseceoe 1,065.75 
Decrease in liability on account of reinsurance prems. 14,683.06 
Dividends to stockholders ..........cceseeeeceeceeseees 800,346.00 
CheeOn DOGS Cie BEES GE DOMED 6 occ ciccccccesccccvecccccces 13.62 
a BI a e  ED wikis Ss credic Kas eseiescccrise 232,905.55 
Tateh TAGMGUOMEMES cccccccccccccccccccccdscssvece $6,069,767.61 
Ledger Assets—December 31, 1936 ...............s0005 20,118,295.68 
EE i itckihwncduecdsecddvevesetbawieddmakeds scene $26,188,063.29 


Various differences will be noted between the statement of income 
and disbursements and exhibit of premiums as reported by the 
company in its 1936 annual statement and as included in this report. 

On November 1, 1936 when the “National Liberty” ceded the un- 
earned on its motor vehicle premiums in force and assumed a per- 
centage of the unearned on the “Home’’ motor vehicle business, a 
net premium of the amount assumed less the amount ceded was 
entered in the gross premiums. The gross premiums and reinsur- 
ance premiums have both been increased $210,907.00, the amount of 
the premiums ceded by the “National Liberty.” 

In the annual statement the company reported direct perpetual 
premiums of $3,442.75 and return perpetual premiums of $189.00. 
These items were not the actual account transactions which were 
on a participating reinsurance basis with the “Baltimore American.” 
In the above statement the actual account transactions have been 
reported. The differences were included by the company in the fire 
premiums. It was determined during this examination that the per- 
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petual premiums should not have been reinsured and adjustments 
will have to be made in the accounts to a direct basis. 


The company on February, 8, 1936 in connection with the settle- 
ment of the Missouri rate litigation received from the custodian for 
the Missouri impounded premiums, $40,000.00 par value of Federal 
Farm Mortgage Corporation bonds, 3%’s, 1964. The bonds were 
transferred on a basis of $41,162.50 market value and $509.17 of ac- 
erued interest which represented an acquired cost of $41,671.67. The 
bonds were sold on March 3, 1936 at a market value of $41,525.00 
and accrued interest of $610.28, or a total of $42,135.28. The transac- 
tion resulted in a profit on sale of $362.50 and net interest received 
of $101.11. The company did not report the transactions in Schedule 
D, parts 3 and 4, of its 1936 annual statement but entered the net 
result of the transaction amounting to $463.61 in the item of “Tem- 
porary Bank Balances—Branch Offices.” The transactions have been 
reported properly in the above statement. 


Interest on “Temporary Bank Balances—Branch Offices” as re- 
ported by company also included interest received on unlisted as- 
sets $100.00 and on bills receivable $5.52. These items have been 
reported separately. The remaining item of $402.19 represents in- 
terest received on branch bank balances not reported by the com- 
pany as cash in banks but included in agents’ balances. 


The company included $346.00 of dividends paid on old out- 
standing checks in the disbursement item of agents’ compensation. 
This amount has been transferred to dividends to stockholders. 


Unemployment taxes of $1,652.82 and payments for transfer and 
revenue stamps of $2,020.84 were included by the company in the 
“State taxes on premiums.” They have been shown as separate 
items in the above statement. 


“Other state taxes” were not separated from “States taxes on 
premiums” as called for by the convention statement blank. It was 
stated that these items would be reported properly in the future. 


CONCLUSION 


The financial condition of the National Liberty Insurance Com- 
pany of America, as ascertained by this examination, shows that 
the surplus of the company on December 31, 1936 was $11,263,618.49 
over and above the capital of $4,000,000.00, constituting a surplus 
to policyholders of $15,263,618.49. 

The surplus to policyholders reported in the 1936 annual state- 
ment to this Department was $15,328,842.17; or was $65,223.68 
greater than that shown in this report. A reconciliation of this 
difference follows: 


MBrplus, AnmUAl BLAteMeml .ooccccccccccoscscccceso $15,328,842.17 
Surplus, Report on Examination .............0.0000 15,263,618.49 
ND iibinata Hiei nancidinw ens tute ed de tase $65,223.68 
In- De- 
Reconciliation creasesin creases in 
Surplus Surplus 
Excess of Departmental value of: 
NE CUE OD Sui iacecceuess .shoncdda $4,328.96 
I CU WED iccctccdscesss 8  “scerexes 146,608.00 
Cash in banks: 
Not on books of company ............ Sanne. ‘“Svenckue 
Not in name of company ...........40 = seeeesee 7,494.79 
Agents’ balances: 
Not on books of company ............ SRG iw. ants tes 
er GUE CIEE Vicvcsseccecacss srosnese 71,288.68 
Bills receivable past due ............... en” —t«siétS vg we 
Excess of bills receivable not past due 
ne SEND GEE nosesesccscncce “6500008 112.57 
Advances to associated company ....... 0s eeeeeee 8,268.50 
Advances to special agents ............. saweees . 19,935.06 
Reinsurance recoverable on paid losses..  —S........-- 28.08 
Departmental value of unlisted assets. . BS OE 
ne | wanes 116,654.Q@0 
Loss adjustment expenses .........0.006 9 seececee 7,959.00 
I ce ii coukchndkcdace : ~~ cdsudeda 200,108.00 
RN I Bs 8,140.06 
Taxes due or accrued ..............+- 2!) ere ee 
Contingent commissions due or accrued. ouhanees 39,069.33 
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ENJOY THE COMFORT OF 
AIR- CONDITIONED ROOMS 
WHEN VISITING LOUISVILLE 


CONVENIENT 


Located near the shops, thea- 
ters and main offices—with its 
own private garage. 


GOOD FOOD 


Excellent food and mixed 
drinks served in the air-con- 
ditioned Kentucky Tavern and 


Bar. 

RATES 

Single from ......... . - $3.00 

Double from ........ . - $5.00 
Air-Conditioned Slightly 


Higher 


Samuel S. Friedman 
Manager 





HOTEL. 


Louisville's Finest 


Fifth & Walnut Streets LOUISVILLE, KENTUCKY 





























DbvidemGs BMPGIE .cccccscsccesccceccecs  — ceevever 361.35 
Contingency reS€rve .......eeeeeeeeeeess ye ere 
WORD  ccccvcccecncescccccdteccosesses $565,132.70 $630,356.38 
Net decrease in Surplus ...........++0+- Ga ssw wt bas 
DD. ike ieccncedhense spetexwedewes $630,356.38 $630,356.38 


The differences as noted above and the many criticisms made 
in this report of the company’s systems and methods indicate a 
lack of diligence in maintaining the records and in the preparation 
of statements filed with this Department. The company is having 
a system audit in progress at the present time and proposes to 
correct the errors in principle in its systems and to provide for 
proper controls. An important source of differences in the records 
and statements is due to the haste displayed in completing the 
annual figures for presentation to the Board of Directors and 
Executive Committee. This results in insufficient time being al- 
lowed for the preparation of accurate figures by the accounting 
and statistical divisions of the company. 


The New York Insurance Law requires the filing of annual 
statements on or before the first day of March, which allows 
sufficient time for a company to prepare an accurate statement. 
It should be noted that in the affidavit on page 9 of the convention 
form of annual statement filed with this Department, the officers 
certify that the statement with the schedules and explanations 
therein contained, annexed or referred to “are a full and correct 
Exhibit of all the Assets, Liabilities, Income and Disbursements, 
and of the condition and affairs of the said company on the said 
thirty-first day of December last, and for the year ended on that 
date, according to the best of their information, knowledge and 
belief.” The company in future statements to this Department 
should file on a proper and correct statutory basis in accordance 
with the requirements of the Insurance Law and the instructions 
of this Department. 


57 








NATIONAL PETROLEUM MUTUAL Fire 


Insurance Company, Philadelphia, Pa. 
Establishing Guarantee Capital 


The management of this company recently advised us that they 
are in the process of establishing a guarantee capital, toward 
which there has already been subscribed the sum of $10,000 com- 
prising United States Treasury 244% bonds of 1949/53. We are 
advised that it is the management’s intention to ultimately raise 
the guarantee capital to the sum of $50,000. 

This company, which began business January 10, 1910, specializes 
in the writing of the business of the petroleum trade. Its financial 
statement as of December 31, 1937, revealed total assets on the basis 
of actual market values for securities of $171,972, liabilities $136,644 
and policyholders’ surplus $35,328. 


NEW JERSEY MANUFACTURERS ASSOCIA- 
TION Fire Insurance Company, Trenton, N. J. 


Dividend to Policyholders 


The board of directors of this company at their meeting held 
April 13th declared the regular 20% and a special 5% dividend on 
net premiums received and to be received on policies written be- 
tween July 1, 1937 and September 30, 1937, both inclusive. 

Approval of both dividends has been received from the Commis- 
sioner of Banking and Insurance of the State of New Jersey. 


NEW YORK Fire Insurance Company, 
New York, N. Y. 


Staff Advancement 


The board of directors of this company, at a meeting held last 
month, elected Kurt O. Gronau to the position of secretary. 

Mr. Gronau joined the Corroon & Reynolds organization in 1928 
as assistant secretary of the Bronx Fire Insurance Company. When 
the New York Fire Insurance Company absorbed the Bronx Fire 
Insurance Company in December, 1931, he continued as assistant 
secretary of the succeeding company. Previously, he had been asso- 
ciated with the Continental Insurance Company of New York for 
about sixteen years in various capacities. 


DIVIDEND KEDUCED 


The directors of this company, at a meeting held April 21st,.de- 
clared a quarterly dividend of $.15 per share on the outstanding 
eapital stock. This dividend was paid on April 30th to stock- 
holders of record April 25th. 

The current declaration represents a reduction of 40% as com- 
pared with dividends during the five preceding quarters, when 
regular dividends of $.20 per share and extras of $.05 per share 
were declared. 


OCCIDENTAL Insurance Company, 
San Francisco, Calif. 
Regular Dividend 
The board of directors of this company, at a meeting held April 
26th, declared the regular quarterly dividend of $.30 per share on 


the outstanding capital stock. This dividend was paid on May 16th 
to all shareholders of record at the close of business on May 5th. 
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PACIFIC NATIONAL Fire Insurance 


Company, San Francisco, Cal. 


Wallace Takes Up New Quarters 


William L. Wallace, vice-president of the Pac‘fic National Fire 
Insurance Company, has been placed in charge of all territory 
east of the Rocky Mountains. In an announcement made by Mr. 
Belgrano, Jr., president, it was stated that “the splendid progress 
made by the company during the past few years has made it 
necessary for an executive officer from the Home Office to be 
permanently transferred to the eastern territory to better assist 
the department heads in serving the company’s many agents.” 

Mr. Wallace, who will divide his time between Philadelphia and 
Chicago, will be assisted by W. A. Waters, who is manager of 
the company’s eastern department in Philadelphia, and Charles 
W. Ade, who was recently named assistant manager of the com- 
pany’s new western department which is to be opened in Chicago 
on July Ist. 

Mr. Wallace joined the Pacific National Fire Insurance Company 
in 1932. Previously, for a period of about four years, he was 
vice-president and general manager of the Associated Fire & 
Marine Insurance Company. He entered the insurance business 
in 1905, joining the Fire Association of Philadelphia. From 1911 
to 1913 he was Metropolitan manager of the Los Angeles Fire 
Insurance Company and then until 1928 with the Norwich Union, 
the last five years as assistant manager. 


PIONEER EQUITABLE Insurance 
Company, Lebanon, Ind. 


Withdraws from Illinois 


The Illinois Insurance Department has advised us that this com- 
pany has discontinued business in that State, as it apparently did 
not desire to comply with the section of the Illinois Insurance Code 
relating to capital deposits. Its license was cancelled upon request 
of the company. 


PROVIDENCE WASHINGTON Insurance 


Company, Providence, R. |. 


New Western Marine Manager 


C. Heath Bannard, Jr., was appointed Western Marine Manager 
at Chicago for this company and its affiliate, the Anchor Insurance 
Company, succeeding Frank Hempstead who retired on April 30th. 

Mr. Bannard previously was marine agency superintendent of the 
Department, in which capacity he was succeeded by Elton Millman. 
Henry Angell was appointed marine special agent. 


REINSURANCE CORPORATION OF 
NEW YORK, New York, N. Y. 


Examination Report 


An examination report into the affairs and condition of the Rein- 
surance Corporation of New York, as of December 31, 1937, was 
officially filed on April 26, 1938, by the New York Insurance De- 
partment. 

The report discloses total admitted assets on December 31, 1937, 
of $5,907,349, capital $1,530,000 and surplus $4,303,767, placing surplus 
to policyholders at $5,837,067 as compared with reported liabilities 
of $76,582. 

The Reinsurance Corporation of New York, which began business 
late in 1936, was formed for the purpose of providing for the stock 
fire insurance companies operating in the United States, an Ameri- 
can market for reinsurance, both on the excess of loss and partici- 
pating treaty basis, of all lines (except ocean marine) written by 
such companies. 

Excerpts from the examination report follow: 

Continued on page 60 
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“How dares the Senate lock its doors?”’ 
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Code 
quest 
ager 
‘ance 
30th. - ; 
f the BUT for the attacks of an editor, And in the same vein Thomas Jef- 
man. the United States Senate might ferson anticipated the practical 
still be holding forth in secret ses- function of the modern press in 
sion behind locked doors. enlightening its readers when he 
Long after our struggle for inde- said, “No government ought to be 
pendence was won the custom of without censors—and where the 
royal privacy for legislative deliberations was still press is free, no one ever will.” ; 
in vogue. And only after repeated articles in the It is as much a responsibility of this magazine to 
columns of “The National Gazette,” first issued in watch and report the developments in governmental 
tein- 1791, was Phillip Freneau, its editor, able to force actions, and in the effect of such actions on affairs 
po open the Senate Chambers. of its readers, as it is to publish regularly. That we 
e- . . . “ay *9° . . 
In one of his editorials, Freneau wrote, “Are you regard such responsibility seriously is shown by the 
1937, free men who ought to know the individual conduct careful reports and analytical and informative com- 
‘plus of your legislators, or are you an inferior order of mentaries on municipal, state and national pro- 
ates beings incapable of comprehending the sublimity of grams. 
ness senatorial functions?” Copyright 1937 Vaughn Weidel 
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REINSURANCE CORP. OF NEW YORK—Continued 


HISTORY 


The Reinsurance Corporation of New York was incorporated under 
the laws of the State of New York on December 10, 1936, and on 
December 22, 1936 was authorized to transact the business of fire 
and marine insurance as provided for in Articles III and IV of the 
New York Insurance Law. 

The authorized capital of the corporation on organization was 
$1,700,000.00, comprising 850,000 shares of stock of a par value of 
$2.00 each. The corporation was formed by interests allied with the 
Vick Financial Corporation, which transferred to the insurance 
corporation on or before December 15, 1936, assets aggregating 
$8,834,118.31, accepting in exchange 763,898 shares of the capital 
stock of the insurance corporation. On or prior to December 31, 
1936, 1,102 additional shares of stock were issued for cash, bringing 
the total stock issued and outstanding to 765,000 shares. 


MANAGEMENT 


The management of the corporation is under the control of a 
Board of Directors of fifteen (15) members, elected for a term of 
one year at the annual meeting of the stockholders held on the 
third Tuesday in March. 

The regular meetings of the Board are held at such times as the 
Board determines. Special meetings may be called at any time by 
the Chairman of the Board, the Chairman of the Executive Com- 
mittee, the President, or any two directors. Seven members con- 
stitute a quorum for the transaction of business and the act of a 
majority of the quorum shall be the act of the board. 


The Board elects the Chairman of the Board, the Chairman of 
the Executive Committee, the President, one or more Vice-Presi- 
dents, the Secretary, and the Treasurer. The Board by resolutions 
appoints the Executive Committee and the Finance Committee. Each 
committee consists of not less than two directors, and to the extent 
of the authority granted in said resolutions, exercises the powers 
of the Board in the management of the business and affairs of the 
corporation. The Executive Committee exercises the powers of the 
Board during intervals between the meetings of the Board. The 
Finance Committee has power to invest and re-invest the funds 
of the corporation. 

The Board of Directors, the Officers and the members of the 
Executive and Finance Committees, as constituted on December 31, 
1937, were as follows: 


DIRECTORS 


Ferris Booth, Montgomery Clark, J. D. Stetson Coleman, Bernard 
M. Culver, George R. Dawson, Neilson Edwards, Fred H. Gowen, 
Richard K. Hines, Edward G. Michaels, Charles S. Munson, William 
Y. Preyer, H. Smith Richardson, Paul B. Sommers, Calvin Wylie 
and Henry B. Yates. 


OFFICERS 


Chairman of the Board, H. Smith Richardson; Chairman of. the 
Executive Committee, William Y. Preyer; President, Neilson Ed- 
wards; Vice-President, William Y. Preyer; Vice-President and 
Treasurer, James Rattray; Secretary, Clifford F. Germain. 


EXECUTIVE COMMITTEE 


William Y. Preyer, Chairman; Charles S. Munson and H. Smith 
Richardson. 


FINANCE COMMITTEE 


William Y. Preyer, Chairman; Ferris Both, J. D. Stetson Coleman, 
Neilson Edwards and Charles S. Munson. 


FIELD AND SCOPE OF OPERATIONS 


The Head Office of the corporation is situated at 122 East 42nd 
Street, New York, N. Y. 

The underwriting activities of the corporation are conducted by 
The Excess Management Corporation, 116 John Street, New York, 
N. Y., which are also the underwriting managers of The Excess 
Reinsurance Association, comprised of the following members: 
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The American Insurance Company, New Jersey 

Camden Fire Insurance Company, New Jersey 

First American Fire Insurance Company, New York 

The Gibraltar Fire & Marine Insurance Company, New York 

The Hanover Fire Insurance Company, New York 

National Union Fire Insurance Company, Pennsylvania 

The Reinsurance Corporation of New York and The Excess Rein- 
surance Association are bound by reciprocal reinsurance contracts 
to accept the same percentages of reinsurance in the first limits 
above their initial retention on risks, such limits not to exceed 
$250,000.00. 

The corporation issues policies of reinsurance on the excess ot 
loss basis covering loss by fire, tornado, automobile and allied lines 
and on inland marine on the excess of loss, facultative and quota 
share basis. 

On December 31, 1937, the corporation was licensed only in the 
State of New York but applications for licenses are pending in the 
States of Arkansas, California, Colorado, Connecticut, Delaware, 
Illinois, Indiana, Iowa, Louisiana, Michigan, Montana, Nevada, 
New Hampshire, New Jersey, North Carolina, Ohio, Texas, Utah 
and West Virginia. 


EXAMINATION DETAIL 

The examination was conducted in the Head Office of the Cor- 
poration, 122 East 42nd Street, New York, N. Y., and in the office 
oi The Excess Management Corporation, 116 John Street, New York, 
N. Zs 
FINANCIAL STATEMENT 


The financial condition of the corporation on December 31, 1937, 
was as follows: 








Non- Non- 
Ledger Ledger Admitted Admitted 
ASSETS Assets Assets Assets Assets 
PED Swadccndebncecces $498,718.75 $67.65 ........ $498,786.40 
DEE. vciaxkdbtereneen 7,983,300.92 ........ $2,758,659.92 5,224,650.00 
Cash in banks ........ DE <écastese boetcnoe 166,081.30 
Company balances DEE Sibendc< 8 ‘ereccees 16,071.26 
SOE TOSITED cecccccce CE b2ceiees ssarecas ~339.81 
Int. accrued on bonds. __........ ey .. sreveces 2,100.00 
DOC cicscovesssic $8,663,841.42 $2,167.65 $2,758,659.92 $5,907,349.15 
LIABILITIES 
i 66 6 los ce Cseeasbedesa-esu sense $1,820.91 
ee MINIS «5 occ és ccs ccanectcorcseceee 256.00 
Ee ee ee ee 24,585.21 
ED, coed ncnd cetveseepeeedashbabedessee 3,554.17 
Unauthorized reinsurance in unearned premiums ..... 44,520.85 
Unauthorized reinsurance in outstanding losses ...... 1,844.84 
$76,581.98 
SEE ni.dbcnneasdecedadsdaesenhevenee $1,530,000.00 
ED 6 it 6-04 4d 00S 4460000406sKe eR ESORO 4,300,767.17 
Se A IONS pi uccceccdewsscaceesetesasede 5,830,767.17 
DL pWUstEwbsbhbktelssveaheka baa vhdieehe nats eae $5,907 ,349.15 
ASSETS 


The following is a summary, by classes, of the admitted assets 
of the corporation and the percent of each class of the total: 











Percent 

Amount of Total 
SE See Neen s Micbuesescaend $498,786.00 8.44 
PEE Avda semdnscheiusns das 5,224,650.00 88.44 
Total invested assets.... $5,723,436.40 96.88 
CO GD bddcssenccienwe 166,081.30 2.81 
DEISOUTIRMIOORS occ ccccccccccs 17,831.45 -31 
Total Admitted Assets.. $5,907,349.15 100.00 


BONDS AND STOCKS 


The following is a summary of the bonds and stocks owned on 
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December 31, 1937: 


Percent of 














Book Departmental Departmental 
Bonds Value Value Value 
Government .......... $498,718.75 $498,786.40 8.7 
Stocks 
GONE 06006600 tsene8 $551,000.00 $328,000.00 5.7 
Public Utility ........ 734,937.50 558,500.00 9.8 
SE: tndtbed vaneea vous 251,925.00 186,300.00 3.2 
POMOtrIGl .cccccccccce 6,445,447.42 4,151,850.00 72.6 
Total Stocks ........ $7,983,309.92 $5,224,650.00 91.3 
Total Bonds & Stocks $8,482,028.67 $5,723,436.40 100.00 


The following bonds are deposited with the State of New York: 


Par Departmental 
Value Value 
United States Treasury 3%, 1951 $200,000.00 $204,909.45 


Verification of the foregoing deposit was obtained from the proper 
fiscal officer. 


The securities, with the exception of those on deposit, were ex- 
amined and accounted for on February 1, 1938, in the vaults of 
The Guaranty Trust Company of New York, 140 Broadway, New 
York, N. Y., which acts as custodian for the securities. Securities 
may be withdrawn on orders signed by the Vice-President and 
Treasurer together with the Secretary or Assistant Secretary and 
countersigned by either the Chairman of the Board, the Chairman 
of the Executive Committee, the President, or the Vice-President 
and Treasurer. 


For the purposes of this report, securities owned have been valued 
in accordance with the method of valuation of securities adopted 
by the National Association of Insurance Commissioners as set 
forth in the resolutions of June 22, 1937, as follows: bonds subject 
to amortization at the amortized value as at December 31, 1937; 
securities not subject to amortization at the quotations shown in 
the Book on Valuation of Securities as of December 31, 1937. The 
excess of Departmental value of bonds over book value thereof, 
amounting to $67.65, has been allowed as a non-ledger asset, and 
the excess of book value of stocks over Departmental value thereof, 
amounting to $2,758,659.92, has been deducted as an asset not 
admitted. 


Interest accrued on bonds, amounting to $2,100.00, has been 


allowed as a non-ledger asset. 
CASH IN BANKS 


Cash in banks on December 31, 1937 was deposited in the following 
trust company: 


Amount 
$166,081.30 


Depository 
Guaranty Trust Company of New York 


A certificate was obtained from the foregoing banking institution 
and the balance shown thereon was reconciled to the company’s 
record. 


COMPANY BALANCES 


The balances due from insurance companies were checked in the 
office of The Excess Management Corporation. The accounts of the 
Reinsurance Corporation of New York are kept in the combined 
ledger and journal of The Excess Reinsurance Association. Inasmuch 
as The Reinsurance Corporation of New York is not a member of 
the Association, it is recommended that the accounts be segregated 
and kept in a separate ledger. 


TAX RESERVES 


The tax reserves are the amounts due the Federal government 
for Old Age Benefit taxes, and New York State unemployment 
taxes, and income taxes withheld from employes. 
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OUTSTANDING LOSSES 


The following is a summary of outstanding losses on December 
31, 1937: 


Gross Reinsurance Net 
Inland marine ... $11,411.24 $9,590.33 $1,820.91 


The outstanding loss reserve was compiled from the loss pockets 
in the office of The Excess Management Corporation. Due con- 
sideration was given to those losses which occurred on or prior to 
December 31, 1937, but were reported subsequent thereto. Payments 
were substituted for estimates wherever possible. The reinsurance 
recoverable from companies not authorized to transact business in 
the State of New York, amounting to $1,844.84, has been included 
in the foregoing loss reserve but set up as a separate liability in 
this report. 


LOSS ADJUSTMENT EXPENSES 


Loss adjustment expenses have been estimated, taking into con- 
sideration information contained in the loss pockets. 


UNEARNED PREMIUMS 


The following is a recapitulation, by classes, of the premiums 
in force and the unéarned premiuins thereon as of December 31, 
1937: 


Premiums 

in Force Unearned 
Fire (One year) ........+++ $11,502.38 $7,177.20 
Motor vehicle .........+..0. 6,072.26 4,456.75 
TOPMATO 60. ccccccccccesesese 9,355.20 4,991.66 


Continued on next page 
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REINSURANCE CORP. OF NEW YORK—Continued 


Inland marine 11,248.26 7,959.60 


$38,178.10 $24,585.21 





The reserve for unearned premiums was checked against the 
bordereaux of premiums written, cancellations, reinsurance and 
reinsurance cancellations, and all premiums shown in the general 
ledger accounts were duly accounted for. 

The reserve was calculated on the monthly pro-rata basis and 
it is recommended that the company calculate its reserve on this 
basis at all times. The foregoing reserve contains all reinsurance 
ceded, the unearned premiums of $44,520.85 on reinsurance ceded 
to companies not authorized to transact business in the State of 
New York being set up as a separate liability. 


RESERVE FOR TAXES 


The reserve for taxes is the estimated Federal tax due on the 
business transacted during the year 1937. There are no other ex- 
penses due or accrued. 


CAPITAL STOCK 


A list of stockholders as of December 31, 1937 has been furnished 
by the Transfer Agent, The Guaranty Trust Company of New York, 
showing 3,017 stockholders and outstanding stock of 765,000 shares 
of a par value of $2.00 each. The corporation is authorized by its 
charter to issue 850,000 shares. 


DIVIDENDS 


During the year 1937 the corporation paid dividends of $382,509.00, 
equal to fifty cents ($.50) per share. 


INCOME AND DISBURSEMENTS 
The following are the income and disbursements for the year 
INCOME 


Gross premiums 
Less: Return premiums 
Reinsurance premiums 
$43,522.88 
11,475.33 
404,762.50 
12,268.69 


Net premiums 
Interest on bonds 


Gross profit on sale of stocks 

Increase by adjustment in book value of stocks 
$486,851.75 
8,899,623. 


$9,386,475. 2° 

DISBURSEMENTS 
Gross losses $26,008.75 
Less: Salvage 570.7 
Reinsurance 22,644.5 


Net losses 

Loss adjustment expenses 

Commissions and brokerage 

Executive traveling expenses 

Salaries and fees, directors, officers and clerks 
Rent 


Furniture and fixtures 
Inspection and surveys, boards and associations 
Taxes, licenses and fees: 
Insurance Department 
Other States 
Federal 
Postage, telegraph and telephone 
Legal expenses 
Advertising and subscriptions 
Printing and stationery 


6,368.46 
1,250.20 
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1,632.88 
1,974.62 
944.35 
1,161.87 
382,500.00 
14,656.25 
246,686.06 
14,822.32 


Transfer agents’ expense 

Auditing 

Custodian expenses 

Miscellaneous corporate expenses 

Paid stockholders for dividends 

Gross loss on sale of bonds 

Gross loss on sale of stocks 

Decrease by adjustment in book value of stocks 
Total Disbursements 722,633.81 

Ledger Assets, December 31, 1937 


Total 


The following are summaries, by classes, of premiums written 
and losses paid during the year 1937: 


PREMIUMS WRITTEN 


Return Reinsurance Net 
$66.70 $48,498.24 $11,503.39 
9,000.00 31,291.93 10,105.20 
1,000.00 g 6,735.84 
1,498.84 15,178.45 


Premium 
$60,068.33 
50,397.13 
33,661.90 
90,606.22 


Class 


Tornado 
Motor vehicle 
Inland marine 


Totals $234,733.58 $11,565.54 $179,645.16 $43,522.88 


LOSSES PAID 
Reinsurance Net 


$3,035.41 $1,300.88 
19,608.96 1,492.74 


Gross 
$4,336.29 
21,672.44 


$26,008.73 


Class 
Motor vehicle 
Inland marine 


Salvage 


$22,644.37 $2,793.62 


REPUBLIC Insurance Company of Texas, 
Dallas, Texas 


Regular Dividend 


The board of directors of this company, at a meeting held April 
2ist, declared the regular quarterly dividend of 3% or $.30 per share 
on the outstanding capital stock. This dividend is payable on May 
25th to stockholders of record May 10th. 


ROYAL-LIVERPOOL Groups, 
New York, N. Y. 


Addition to Canadian Staff 


James Matson, previously assistant actuary and assistant acci- 
dent manager of the Liverpool & London & Globe Insurance Com- 
pany, Ltd., at Liverpool, has been appointed assistant manager in 
Canada for the Royal-Liverpool Groups of insurance companies, 
with headquarters in Montreal. 


ST. PAUL FIRE & MARINE Insurance 
Company, St. Paul, Minn. 


Dividend Rate Increased 


The board of directors of this company at their last meeting 
declared a quarterly dividend ef $2.00 per share on the stock of 
the company, which was paid on April 18th to stockholders of 
record April 12th. This dividend reflects an increase of 3344% as 
compared with the quarterly dividend rate previously maintained 
of $1.50 per share. However, the annual dividend rate for the past 
three years has been $7.50 per share, an extra dividend of $1.50 per 
share having been paid in July of each of those years. 


BEST'S FIRE NEWS 
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Capital Increase Completed 


The paid-in capital of this company was increased from $200,0°0 
to $1,000,000 on May 3rd, and additional surplus of $314,800 was 
contributed, bringing that latter item up to in excess of $5°0,000. 
These additional funds were contributed as a result of the sale of 
§,000 shares of new stock, par value $100, at $139.35 per share. 


This company, which began business October 1, 1929 under the 
control and sponsorship of the Intertype Corporation of Brooklyn, 
N. Y., was purchased in March, 1938, by David F. Broderick and 
associates. At the time of change in control, announcement was 
made that the new interests planned to contribute additional funds 
and expand the company’s operations. 


STATE FARM Fire Insurance Company, 


Bloomington, Ill. 


Drops Farm Fire Business 


According to an announcement made by G. J. Mecherle, presi- 


| dent, the State Farm Fire Insurance Company has retired from 
) the farm fire field, and is now curtailing underwriting of certain 
| inland marine lines. 


This action was taken, it was explained, 
because the company’s experience over the past two and one-half 
years developed the fact that it could not handle these lines 
The company’s commercial business, which repre- 


In 1937 the company reported an incurred loss ratio of 65.7% 
on earned premiums of $284,000, and in 1936, 64% on earned pre- 
miums of $76,000. The company found its farm business to be 
generally unsatisfactory with a similar condition prevailing under 
inland marine classifications with the exception of a few 
specialized lines. 





32.89 SERVICE Fire Insurance Company, SWISS Reinsurance Company, 
O48. New York, N. Y. Zurich, Switzerland 
161,87 


Battershill Named Branch Secretary 


Rodney Davis, United States manager for this company, an- 
nounced, effective May ist, the appointment of J. K. Battershill 
as branch secretary. Mr. Battershill, for the past six years, has 
been associated with A. H. Lockwood Company in New York, and 
prior thereto was field man for the Monarch Fire Insurance Com- 
pany in Kansas and Missouri. 


TRAVELERS Fire Insurance Company, 
Hartford, Conn. 


Western Field Changes 


Effective June ist, T. E. Nation, presently Special Agent at St. 
Louis, will be transferred to Peoria, Illinois as Assistant Manager 
of the Fire Department in that office. Effective as of the same date, 
Kenneth Duncan, Special Agent at Kansas City, will become Assist- 
ant Manager of the St. Louis office under Manager Thomas Kingsley, 
Jr., while Walter Schull, Special Agent in Peoria, will succeed Mr. 
Duncan as Kansas City Special Agent. 


PACIFIC COAST ADVANCEMENT 


William I. Stone has been appointed assistant Pacific Coast man- 
ager for this company, in association with assistant manager 
Blake Darling and manager George V. Lawry. Mr. Stone joined 
the Travelers in June, 1928, and for the past two years has been 
supervising underwriter for the Pacific Coast Department. 


UNIVERSAL Insurance Company, 
Jersey City, N. J. 
Regular Dividend 
A quarterly dividend of $.25 per share on the stock of this com- 


pany has been declared by the board of directors. This dividend is 
payable on June ist to stockholders of record May 14th. 








BESTS 


BEST'S AUTOMOBILE POLICY CHART 
1938 EDITION—{Covering Liability and Property Damage Provisions) 


The Chart shows an analysis of the liability and property damage provisions of approxi- 
mately 200 policies issued by the leading automobile writing companies. Especially designed 
for quick and complete reference—a most valuable Chart for Agents soliciting liability 
and property damage business. 

Automobile fatalities and accidents are increasing! Jury awards and judgments are mount- 
ng! 

If you are an agent you will find the Chart most valuable in soliciting business. as it 
enables you to intelligently present your policy to a prospect and compare the coverage 
offered by your Company with that of others. Agents are constantly running into limited 
policies—Rest’s Automobile Policy Chart as an authoritative analyses: gives a long needed 
means of combating Limited Policy competition. To successfully sell Automobile coverage, 
it is essential for you to have a complete knowledge of the policy provision of al! com- 
panies. INCREASE YOUR SALES and efficiency by using Best’s Automobile Policy Chart. 
Place your order for a copy of this valuable Chart and determine for yourself the policy 
that gives you the coverage YOU want, or your client wants. Incomplete coverage in the 
event of an accident may prove very costly. 


PRICE $1.54 PER COPY (Postage Included). Published Annually in March. Size 7” 
ALFRED M. BEST COMPANY, INC. 
HOME OFFICE: BEST BUILDING, 75 FULTON STREET, NEW YORK, N. Y. 
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Have you found the key 
to SAFETY? 


Accidents, fires and industrial disease can be prevented 
only by recognizing the causes and taking steps to elimi- 
nate the hazards which cost us an accident tax of $120.00 
every time the clock ticks! 


This safety information can be obtained quickly, com- 
pletely and clearly within the pages of SAFETY EN- 
GINEERING—America's Pioneer Safety Magazine since 
1901. 


The safety ideas, suggestions and methods of preventing accidents as presented by SAFETY 
ENGINEEPING constitute an invaluable guide. Sound practical safety information, not 
theory, is gathered from the four corners of the globe. 


The aggressive insurance company and agent can obtain constructive safety ideas which 
in turn can be transmitted to the assured. One safety idea, one suggestion, can pay for 
itself many times over. 


@ @ @ The insurance representative is the logical leader in his 
community in accident prevention and safety. 


THE GREATEST INVESTMENT IN LIFE 
IS THE PRESERVATION OF LIFE ITSELF. 


SAFETY ENGINEERING 


$3.00 per year 
AMERICA'S PIONEER ENGRMEER INC SAFETY MAGAZINE 


A DIVISION OF ALFRED M. BEST COMPANY, INC. 


CHICAGO HOME OFFICE—BEST BUILDING DALLAS 
CLEVELAND 75 FULTON ST., NEW YORK HARTFORD 
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